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TCONMENDATIONS 


INTRODUCTION 


The Standing Committee on Finance and Economic Affairs conducted extensive 
pre-budget consultations in December 2004 and January 2005 in Toronto, Sault 
Ste. Marie, Sudbury, Ottawa, Kingston, London, and Whitby. Witnesses included 
the Minister of Finance; experts invited by the Committee to present economic 
and financial forecasts; representatives from various associations, organizations, 
and other stakeholder groups; and individuals. The Committee heard from 158 
witnesses appearing in person, and received 82 written submissions from others 
who did not appear before the Committee. 


The pre-budget consultation provides an essential forum for citizens and 
organizations to discuss their social, economic and financial concerns with elected 
representatives. The submissions constitute a vital part of the political process by 
which governments are held accountable for their decision-making by the people 
they represent. 


This report is an overview of the main issues raised by presenters during the 
provincial consultation. Details of submissions by witnesses, questions by 
Committee Members, and responses from witnesses can be found in the 
Committee proceedings in Hansard. A list of witnesses, including web links to 
Hansard record of their presentation, as well as the names of organizations and 
individuals from whom written briefs were received, appears at the end of the 
report. 


l. THE ECONOMY 


ECONOMIC OUTLOOK 


Ontario’s economy has rebounded from the setbacks and accompanying low 
growth rates experienced in 2003. The Ministry of Finance is forecasting real 
GDP growth of 2.3% in 2004, an improvement over the 2003 rate of 1.6%. Full 
time employment was up 2.3% in the first eleven months of 2004, an increase of 
116,200 full time jobs. The unemployment rate was 6.5% in September 2004, 
down from 7.1% in March. 


The most significant economic development in 2004 was the rise of the Canadian 
dollar, which climbed past 85 cents in November before moderating somewhat. 
Private sector forecasters suggest that the Canadian dollar is not overvalued at 85 
cents. 


As a consequence, both government and private sector forecasters are 
reconsidering growth estimates for 2005 and beyond. Currently, the Ministry of 
Finance’s real GDP growth forecast for 2005 is 3.2%, but higher oil costs and the 
exchange rate impact may have a dampening effect. The rising Canadian 
exchange rate will hit Ontario harder than other areas of the country because of its 
impact on the manufacturing sector, which dominates provincial exports. This 
means that Canada’s economic growth will likely exceed that of Ontario. 


Interest rates remain low by historical standards — the three-month treasury bill 
rate is projected to be 2.2% in 2004 by private sector forecasters. The Bank of 
Canada increased the Bank Rate during 2004 as the economy began to improve, 
but the Ministry of Finance predicts that further changes will be modest, because 
inflation is under control. The average private sector forecast for Ontario’s 
inflation rate in 2004 is 1.8%. 


FISCAL SITUATION 


According to the Ministry of Finance, by the end of the third fiscal quarter, the 
province was on track to meet the 2004 Budget projection of a $2.2 billion deficit. 
The government has committed to balancing its books before the end of its 
mandate in 2007-08. It intends to eliminate the structural deficit with a 
combination of revenue generation and cost containment measures. The Ministry 
has identified $350 million in savings as part of a line-by-line program review; 
this is nearly half the target of $750 million in savings set by the government to be 
realized by 2007-08. 


The revenue forecast of $79 billion in 2004-05 contained in Ontario ’s Economic 
Outlook and Fiscal Review, 2004 represents an increase of $10.6 billion over 
2003-04. The increase includes $3.9 billion from the elimination of the liability 
associated with non-utility generator power purchase agreements, with the 
balance attributable to tax revenue from increased economic growth and the new 


health premium. Currently, the government’s revenue forecast for 2005-06 is 
$81.1 billion. 


The Economic Outlook and Fiscal Review, 2004 projects expenditures of $80.2 
billion for 2004-05, an increase of $6.9 billion over 2003-04. According to the 
Ministry of Finance, about 80% of the government’s program and capital budget 
of $70.1 billion is in the form of transfer payments to hospitals, colleges, 
universities, school boards and others. Increases in spending were focused on 
health care, post-secondary education, education and social services. In its 
Ontario Budget, 2004 the government noted that 45% of the provincial program 
spending is on health and long-term care, up from 40% a decade ago. The 
government is concerned that this rate of growth is not sustainable and that in the 
future it could make funding other priorities difficult. 


According to the Ministry of Finance, in fiscal 2004-05, Ontario is making a net 
contribution to Confederation of $23 billion. This means that Ontarians pay $23 
billion more in revenues to Ottawa per year than they receive in program 
spending, transfer payments, and in paying their share of federal debt interest. 
The Ministry is concerned that this large net outflow is seriously harming 
Ontario’s fiscal capacity to invest in core government services such as health, 
education, and infrastructure. Ontario is Canada’s economic engine — the scope 
of this outflow threatens not only Ontario’s ability to generate new wealth but 
Canada’s as well. 


Total provincial debt is expected to be $156.7 billion (net debt of $142.4 billion) 
in 2004-05. Comparable figures for 2005-06 are $163.8 billion (net debt of 
$145.4 billion). Net debt as a proportion of GDP was 28.3% in 2003-04 and 
27.7% in 2004-05. 


FISCAL POLICY 
Balanced Budgets and Debt Reduction 


Many witnesses agreed with the government’s plan to balance the budget in the 
short term, although some cautioned against a dogmatic approach to achieving 
this goal. Debt reduction was also mentioned, although less frequently than 
deficit elimination: one proposed target was a ratio of debt-to-gross domestic 
product (GDP) of 15%, the 1989-90 level. 


Among those advising balanced budgets, there was less consensus about how to 
achieve this objective. Some favour an expanded role for the private sector in 
health care and energy; others recommended privatizing enterprises such as the 
Liquor Control Board of Ontario (LCBO). However, there was a clear division of 
viewpoints on the value of privatising assets or services and of pursuing so-called 
P3s (public-private partnerships — see further discussion within). 


Government Spending and Revenue 


Advice on government spending reflected stakeholders’ positions in the economy. 
From the private sector, requests for targeted spending increases were often 
accompanied by suggestions to reallocate existing spending, or to spend smarter 
by eliminating waste or by outsourcing. Among the priorities identified were 
strategic infrastructure investment, brownfield development, health, energy, and 
transportation infrastructure. 


Business groups and organizations generally oppose tax increases, arguing instead 
for lower rates, with the caveat that the government’s budget be in a surplus 
position. Suggestions to reduce the tax burden included elimination of the capital 
tax, and reconsideration of the cancellation of tax incentive zones. Expenditure 
reduction advice included reducing excessive public sector compensation 
premiums, including wages and non-wage benefits, and health premiums paid by 
the government for civil servants; as well as reviewing the size of the public 
service. 


Public sector organizations and groups seeking government spending increases 
endorsed the conclusion of the Ontario Alternative Budget, 2005 (OAB); namely, 
that the government has more spending flexibility than its forecasts indicate. In 
2006-07, the OAB projects surpluses of $3 billion for 2006-07 and $5 billion for 
2007-08, compared to the Ministry of Finance’s projections of a $1.5 billion 
deficit in 2006-07 and a balanced budget in 2007-08. The OAB methodology 
challenges some of the assumptions used in the government’s forecasts, and 
concludes that additional revenue is available on the basis of revenue 
underestimates, downward adjustments in public debt interest costs, and a lower 
reserve allowance. 


In addition, the OAB recommends increasing corporate tax rates to 2000 levels, 
increasing personal income tax rates for individuals earning over $100,000, and 
closing corporate tax loopholes, with special focus on the Employer Health Tax 
(EHT). The government was also urged to protect those who are economically 
marginalized from the burden of extra user fees. 


ll. MINISTRY OF FINANCE 


Tax Issues 


Positions on tax issues were divided between those seeking relief from the burden 
of specific tax measures and those identifying these policy instruments as 
legitimate levers for increasing government revenue. 


Taxes on Business 


Seeking a more favourable capital recovery regime, manufacturing and processing 
(M&P) industries recommended expanding the existing 30% Ontario current cost 
adjustment (CCA) that applies to pollution control spending to include M&P 
equipment; and granting a two-year write-off through the existing CCA system. 


The Ontario Budget, 2004 announced that capital taxes would be phased out by 
2012. Stakeholders from agriculture, manufacturing, and renewable energy were 
among those who regard the capital tax as a disincentive to investment, and urged 
the government to phase it out quickly. 


Public sector unions favoured increasing corporate income tax (CIT) rates to the 
level they were at in 2000, while those paying CIT lobbied for lower rates in order 
to remain competitive with U.S. states. One proposal was to lower general 
corporate rates from 14% to 12.5% and the M&P rate from 12% to 11%. 


Those seeking reinvestment in social services, education and health care seconded 
the OAB recommendation to eliminate exemptions from the Employer Health Tax 
(EHT). Retailers asked that the EHT be eliminated on the first $400,000, and the 
threshold increased to $600,000 of payroll. 


Taxes on Individuals 


Business, labour, and social welfare groups were united in calling for the 
elimination of the Ontario Health Premium, preferring alternatives such as 
enhanced federal funding, greater efficiencies in health care delivery, or other tax 
measures such as those proposed in the OAB. 


A proposal to increase fairness in the personal income tax system would 
harmonize federal and provincial personal income taxes by replacing the current 
surtaxes of 20% and 56% on provincial income tax payable with two new high tax 
thresholds on income above $61,000 and $72,000, respectively. Allowing retired 
couples the option of combining their retirement income was also suggested. 


Property Taxes 


Fairness and rate caps dominated discussions of property tax. Businesses urged a 
fairer distribution of the tax burden across property tax classes, meaning, in some 
cases, a reduction in commercial property tax ratios. Legislation mandating 
municipalities to be within the prescribed ranges of fairness by 2006 was 
recommended. Businesses favor maintaining tax caps on commercial property and 
made specific mention of the hard caps in Bill 140, the Continued Protection for 
Property Taxpayers Act, 2000. On the other hand, public sector unions argued for 
removal of the cap on commercial property taxes to allow municipalities to spread 
necessary tax increases across all taxpayers. 


Some presenters would replace the current value assessment with a unit-based 
sytem that would eliminate reassessment and include tax caps. Others want the 
government to recommit to achieving a full current value assessment system by 
December 2010. In recognition of the complexity of property tax issues, a 
property tax review panel was proposed similar to the Business Tax Review Panel 
created in 2000. 


Business groups argued for a uniform provincial business education tax rate, or, 
for elimination of the tax. Downtown commercial revitalization was one goal of 
those seeking education property tax equalization. A northern municipality with 


stagnant or declining assessment levels recommended lower education tax rates, 
as well as a Municipal Property Assessment Corporation (MPAC) presence in 
Northern Ontario. Rural municipalities drew attention to the potential for the cap 
on property assessment for wind turbines to seriously harm their revenue base. 


Improved support for land trusts was proposed by allocating a portion of the land 
transfer tax to a green fund for conservation-minded initiatives, and through 
changes to MPAC’s treatment of easements and the conservation land tax. 


Ontario farmers also sought property tax changes, such as eliminating the land 
transfer tax on farm successions; implementing realistic property tax assessments; 
defining “farm” and “farming operation” for property assessment purposes; and 
extending the exemption from the Land Transfer Tax to include farms in farm 
corporations and estate trusts. 


One municipality requested annual adjustment of the power dam grants, at the 
rate of inflation, confirmation of the status of the grant program, and a long-term 
commitment to this funding. 


Consumption Taxes 


A list of presenters seeking full or partial provincial sales tax (PST) exemptions 
includes municipal and regional governments, makers of home insulation 
products, the natural gas vehicle alliance, hotels (re: destination marketing fees), 
and real estate companies (re: parking lots). Other stakeholders suggested 
replacing the PST with a value-added tax (VAT) through harmonization with the 
federal goods and services tax (GST), or provincial VAT legislation, or some 
combination of the two. Other, unspecified harmonization of provincial and 
federal taxes was also supported. 


While municipalities generally praised the government for following through on 
its promise to deliver gasoline tax revenue, northern and smaller communities 
took issue with administrative aspects, including the focus on transit. Revisions 
to the formula were proposed to allow a portion of the gas tax to be transferred to 
all municipalities, regardless of transit ridership, as well as the ability to direct 
any funding to other infrastructure needs, such as roads and bridges. 


Representatives of the retail industry proposed incentives to enhance energy 
conservation; the development of product stewardship programs; changes to how 
software is taxed; a new approach to treating natural health products, and 
harmonization with federal taxes on bottled water. The government was urged to 
reject municipal requests to levy a hotel room tax. 


A smokers’ rights group opposed further tobacco tax hikes, and advised using 
tobacco tax revenue to help smokers quit; on the other hand, tobacco control 
advocates lobbied the government to close the loophole for loose tobacco. 


Tax Credit Programs 


Several witnesses sought improvements to exisiting tax credit programs. The film 
industry expressed its satisfaction with recently announced increases to the 
Ontario film and television tax credits. Animators suggested the Ontario 
computer animation and special effects tax credit (OCASE) could be improved by 
eliminating residency requirements on eligible labour costs, and by increasing the 
wage cap on labour. 


Research and innovation industries want the Ontario Innovation Tax Credit rate 
adjusted to be competitive with other provinces’ programs. Continuation of the 
Transit Incentive for Alternative Fuelled Buses, begun in 2003, was encouraged, 
and the service and retail industries asked that the Training Tax Credit be 
extended to their sector. 


Non-Tax Issues 


The Committee heard that the proposed elimination of the system of neutral 
assessment centres (for auto insurance) will have a negative impact on the 
provincial treasury and burden an already strained legal system. Home insulation 
manufacturers brought proposals for enhanced building code requirements to 
improve energy efficiency, in conjunction with subsidies to offset the initial costs 
of compliance. Other recommendations included support for a national securities 
regulator to replace the current passport system; enhancement of budget 
transparency by publishing a complete list of service fees and how they are 
derived; and a coordinated campaign against the underground economy. Building 
contractors want the government to work with their industry to encourage 
consumers to use legitimate renovators and builders. 


lll. RECOMMENDATIONS FOR OTHER MINISTRIES 


AGRICULTURE 


Ontario’s agriculture sector has undergone a prolonged period of economic 
challenges. Concern about ongoing sustainability informed proposals to establish 
a task force to report and make recommendations on the viability of agriculture in 
Ontario; and to strike the review committee for the Agricultural Policy 
Framework. Immediate support for farmers was the object of suggestions to 
strengthen the Farming and Food Production Protection Act to enhance farmers’ 
ability to carry out best management practices; bolster the 7respass to Property 
Act by adding stiffer fines and higher damage awards in order to protect crops and 
livestock; and uphold the Line Fences Act. 


Farmers are concerned about costs relating to source water protection. They 
suggested limiting spending on nutrient management to situations where a net 
improvement will result, and that it be supported by direct funding and/or taxation 
measures. Policies to support specific farming categories would be welcome, an 
example being benefits to Niagara grape farmers from changes to Ontario grape 


content in the Wine Content Act, and more shelf space at LCBO for Ontario VQA 
wines. 


Corn producers want support for their Association’s plan, which would provide 
direct assistance to new ethanol production projects based on their purchases of 
source-verified Ontario corn. Tobacco producers face unique problems associated 
with a declining industry. To mitigate the economic impact, the government was 
asked to regulate the domestic content of tobacco in Canada and fulfil its promise 
to provide immediate help to those leaving the industry. 


Ontario Farm Income Safety Net 


Ontario’s farmers regard support programs as essential to their operations. Grain 
and oilseed producers suggested the replacement for the Market Revenue 
Insurance program, due to be phased out, be modelled on Alberta’s Revenue 
Assurance Program. Producers also asked for a replacement for the Self-Directed 
Risk Management Program, and elimination of the deposit requirement for CAIS 
(the Canadian Agricultural Income Stabilization Program). Adequate definition 
of the environmental, food safety, research and renewal aspects of the 
Agricultural Policy Framework was requested. 


ATTORNEY GENERAL 


The Committee was told of the need to hire more Justices of the Peace, and to 
strengthen Legal Aid Ontario’s Youth Court Action Planning project, which 
diverts youth from the criminal justice system. Incentives were proposed to 
attract legal aid lawyers to under-serviced areas such as Northern Ontario, as well 
as a refundable tax credit for small firms hiring articling students. 


CHILDREN’S SERVICES 
Child Care 


Child care advocates urged the Ministry of Children’s Services to develop a 
multi-year policy framework and action plan for transforming childcare from a 
targeted, subsidy-based program to a non-profit, high quality system of universal, 
affordable access for every child. More direct funding for regulated childcare was 
requested, dedicated to not-for-profit services. Quebec’s system, with its multi- 
year phase-in of direct funding to provide universal entitlement to services was 
presented as a model for implementation, beginning with the upcoming Budget. 
Targets for before- and after-school services for children aged 6 to 12 years 
should be included. 


The Ministry was asked to use available federal government dollars from the 
Early Child Development Initiative and the Multi-lateral Framework Agreement 
to fund expansion, as well as restore direct provincial funding that was lost 
between 1995 and 2001. The Committee was told that the province should work 
with other governments to create a national childcare program; that federal 
funding should not substitute for or diminish provincial investments in early 
learning and care; and that municipal cost-sharing should be replaced with 100% 


provincial funding. One municipality suggested allowing the flow-through of 
federal childcare funding without requiring municipal cost-sharing. 


Various recommendations addressed the remuneration, training, and working 
conditions of child care workers, including funding for retroactive payments to 
honour pay equity commitments, and for wage enhancement grants. 


Program service providers sought resources for children with special needs in 
Ontario Early Years Centres as well as meaningful support to research, planning 
and program evaluation. Investing in Families and Schools Together was 
recommended as a best-practice best-start program. 


Child Welfare 


Pointing to a gap between their mandated services and the funding to which they 
are entitled, child welfare agencies called for a comprehensive review of their 
funding formula, including updated salary and workload benchmarks; increases 
for adoption support services, travel, and legal fees; and more realistic payments 
to foster parents. Long-term solutions were sought for the impact on expenditures 
of actions taken by other Ministries; full funding for current Children’s Aid 
Society deficits was requested. 


The Ministry was urged to develop and maintain a longer-term sustainable plan to 
tackle children’s mental health, including the provision of additional base funding 
for community-based treatment, and core funding to support parents. Gaps in 
funding services for developmentally delayed children were identified, as were 
the challenges of providing services in Northern Ontario. 


Other recommendations for this Ministry included creating a strong provincial 
network of youth centres using existing centres, service models and established 
community partnerships; and establishing a trust fund for every young person to 
use to obtain an education or start a business or career. The Ministry was asked to 
commit annual funding to sustain Early Intervention Services (EIS) for blind and 
visually impaired children. 


CITIZENSHIP 


Anticipating the passage of Bill 118 (the Accessibility for Ontarians With 
Disabilities Act, 2004), municipal leaders asked the government to balance the 
needs of citizens with the ability of municipalities to pay for improvements. 
Those who work with new Ontarians suggested increasing the budget for the 
Newcomer Settlement Program, and invited the province to negotiate with the 
federal government to increase funds for settlement services through Citizenship 
and Immigration Canada, including a portion for ESL education and support. 
Capital funding over a five-year period was requested for a new venue dedicated 
to promoting social cohesion. 
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COMMUNITY AND SOCIAL SERVICES 


Faith-based social justice groups urged the government to rebuild the social 
services sector by ensuring there is sufficient fiscal capacity, even if this means 
raising additional tax revenue. Municipal representatives suggested financing 
income support programs from income taxes rather than property taxes that 
burden those on fixed or low incomes. 


Community Living 


Recognizing that the government faces fiscal constraints, representatives of 
transfer payment agencies requested a sustained increase be provided in the 
government’s long-term fiscal framework. More immediately, they asked for a 
base budget increase of 3%, and drew attention to cost pressures beyond their 
control, such as WSIB premium increases, new legislative and regulatory 
requirements, and salary and benefits increases. Eventually, the salaries of full- 
time front line counsellors should be brought to levels comparable with the 
_ salaries for similar positions elsewhere. Individual agencies made specific 
requests for one-time and/or ongoing assistance, including support for 
professional intervention services for the deaf-blind. 


Social Assistance 


Ontario Works Reform 


Many witnesses proposed reform of Ontario Works. Suggestions ranged from 
replacing the cumbersome and unnecessarily complex computer system; to 
introducing transitional benefits (and/or improving the earnings exemptions) 1n 
order to remove the disincentive to remain on or return to social assistance; to 
improving the placement service program elements; to implementing all of the 
recommendations of the Matthews Report. The abolition of workfare and review 
of the private-public partnership with Accenture were proposed, and one 
municipality requested information, for budgetary purposes, about the ongoing 
impact of any welfare reforms. The government was invited to consider 
providing economic compensation for women who perform valuable work at 
home. 


Rates 


Various witnesses acknowledged the government’s 3% rate increase, first 
announced in the 2004 Budget, but also suggested this is insufficient to provide an 
adequate standard of living for those dealing with an employment or family crisis 
or health emergency. One approach would restore the cuts made in the mid-1990s 
and adjust for subsequent inflation; another would increase social assistance 
benefits to meet recipients’ actual shelter costs and basic needs, and index these 
benefits to the annual inflation rate. A more specific proposal was to increase 
ODSP benefits to a level at or above the defined ‘poverty line,’ subject to 
automatic indexation, and maintained throughout an individual’s efforts to obtain 
employment. 


National Child Benefit Supplement 


In 2004, the government allowed the flow-through of the July increase to the 
National Child Benefit Supplement (NCBS). Many presenters urged it to take the 
next step and stop the clawback of the NCBS entirely from families living on 
social assistance or disability pensions. 


Social Housing 


Reinvestment in social housing was addressed by several witnesses, calling for 
measures (such as a capital reserves endowment fund) to maintain existing stock 
over time, and to re-build Ontario’s housing programs. A common plea was for 
the government to honour commitments to match federal dollars under the 
Affordable Housing Program. To enhance affordability, a program of 
provincially-funded rent supplements was recommended, as well as the provision 
of incentives for not-for-profit alternatives such as cooperative housing and 
municipal non-profits. Other suggestions included a comprehensive review of the 
Social Housing Reform Act; increasing per diems paid to municipalities for 
homeless shelters; and adopting a comprehensive energy poverty and conservation 
policy for low-income households. 


Social Service Agencies 


Workers in non-profit social service agencies suggested meeting with agency and 
ministry representatives to identify and implement funding models and 
commitments that would attract and maintain a highly qualified and stable 
workforce, improve the ability to match programs to growing community needs, 
and plan for long-term development and sustainability. Specific requests touched 
upon increased counseling services for low-income, vulnerable families, and 
expanding 211 service from Toronto to the remaining GTA. 


Emergency Shelters 


The government was urged to restore all funding cut from women’s first stage 
emergency shelters in 1995, and from second stage housing programs in 1996, 
and to reimburse shelters for pay equity payments made since 1999. An 
immediate, comprehensive and timely review of funding for women’s emergency 
shelters, as recommended in the May and Hadley inquests, was requested. 


COMMUNITY SAFETY AND CORRECTIONAL SERVICES 


Volunteer emergency response teams asked the Ministry to match municipal 
funding and provide base funding of one cent per Ontario resident to support 
provincial-wide response initiatives. 


CONSUMER AND BUSINESS SERVICES 


Recommendations for this Ministry were basically concerned with the 
consumption of alcohol and tobacco. 
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The Committee was asked to support a true wholesale pricing regime for liquor 
sales licensees, and was told that a transparent and accountable system for beer 
pricing in Ontario would foster more competition, and thereby provide more 
selection and purchasing options for the licensee community. Representatives of 
the hospitality industry asked that the government take a staged approach to 
compliance with the Liquor License Act that includes a range of options and 
sanctions, and separation of the enforcement/prosecution function from the 
adjudicative function of the Alcohol and Gaming Commission of Ontario 
(AGCO) when addressing disciplinary actions against liquor licensees. 


The hospitality industry also addressed the negative impact of anti-smoking 
legislation on their business, and asked the government to remain open to sensible 
solutions that allow small companies to stay in business. One suggestion was a 
phase-out strategy specific to the hospitality industry, similar to cessation 
programs for individuals wanting to quit smoking. As well, compensation was 
proposed for the more than 700 operators who have invested in municipally 
approved, designated smoking rooms. This could take the form of accelerated 
depreciation schedules, a one-time lump sum payment, or opportunities for more 
revenue generation. 


On the other side of this issue, tobacco control advocates requested a total of $90 
million for a fully funded, comprehensive program to dramatically reduce the 
number of people who smoke. The government was urged to carry through with 
the complete ban on retail displays of tobacco products, as provided for in Bill 
164, without making exemptions by means of regulations. A further $50 million 
in community transition funds was suggested as part of the comprehensive 
tobacco control strategy. 


ECONOMIC DEVELOPMENT AND TRADE 
Investment Incentives 


Investment is a key driver of GDP growth and measures that will create a 
favorable investment climate are viewed as important by all stakeholders. 


A tax credit of 30% was proposed for individual angel investors in eligible 
companies. A program similar to the federal government’s Community 
Investment Support Program (CISP), with annual funding of $17 million, was 
recommended to develop the tools to attract, retain and expand foreign direct 
investment into Ontario. Witnesses also suggested that reducing tax rates and 
increasing access to capital through grants or low-interest loans would fuel 
growth in the manufacturing industry. 


The Committee was told that regulatory reform and skills development will 
promote innovation, and that modernizing regulations provides an attractive 
investment climate for businesses operating in global markets. Education 
programs geared to industry, and the formation of centers of excellence for skills 
training were recommended. The government was urged to foster competition by 
working with the federal government to remove obstacles that hinder innovation, 
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including red tape and profit-insensitive levies, and to develop Ontario’s 
competitive advantages, particularly with respect to health care, education and 
R&D. 


Commercialization of Research 


Presenters argued that commercialization of research in areas such as health and 
technology must be facilitated by the government through spending initiatives and 
co-operation with institutions such as Queen’s University. Maintaining programs 
such as the Ontario Research Fund, and the Ontario Centers of Excellence can 
encourage new discoveries in universities and hospitals. The Committee was told 
that there is a need for clarification of the rules and conditions for the Ontario 
Commercialization Investment Fund and that incentives are needed to attract 
matching private sector funding. 


A network of community-based, innovation and technology transfer support 
centers was proposed to make university and college research accessible to 
Canadian companies, by providing specialized services in areas critical to the 
growth and expansion of emerging innovators. The province was urged to 
conduct a joint review in 2005, with the federal government, of the Scientific 
Research and Experimental Development program, and implement the resulting 
recommendations in the 2006 federal and provincial budgets. 


Life Sciences 


Representatives from life sciences, a growing industry that deals with the 
development of drugs and health solutions, called on the government to leverage 
the potential R&D investment of the pharmaceutical industry, and contribute to 
the economic prosperity of Ontario. Policies that ensure the optimal use and rapid 
reimbursement of drugs will ensure that patients can benefit from advancements; 
that long-term savings to the health system are realized; and that other pressures 
on the health system, such as wait times, can be reduced. To ensure that 
innovation is fairly valued, the government was urged to eliminate the price 
freeze that keeps drug prices at 1993 levels, and to implement patient health 
management programs focusing on diseases that comprise a large proportion of 
Ministry of Health expenditures and affect a large number of Ontarians. 


Witnesses called for development of a national biopharmaceutical manufacturing 
strategy, and research and training capacity to develop new training infrastructure 
and programming to support a regionally distributed learning network. The 
Committee heard also of the need to develop regulatory capacity, arid the ability 
to foresee regulatory challenges and respond within an international framework. 
Specific funding request of $60-$70 million over four years was requested in the 
form of infrastructure grants and a training network in the Ottawa and Greater 
Toronto Area (GTA) for a Canadian bio-processing initiative. 


Ontario, it was suggested, with the development of biotechnology innovation 
clusters, could become a global leader in R&D and the manufacturing of bio- 
products. The province was asked to create a globally competitive environment 
for the regulation, protection and enforcement of intellectual property. 
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Auto Industry 


The auto industry is central to Ontario’s economy, and a key generator of 
provincial gross domestic product (GDP). Witnesses support the development of 
a competitive, provincial auto industry strategy that would address immediate 
needs for innovation, skills and infrastructure, to help retain existing plants, and 
attract future investment and jobs. Further, it was noted, support needs to be 
extended to public-private sector partnerships such as the Initiative for 
Automotive Innovation. An attractive investment climate for original equipment 
manufacturers (OEM) is viewed as necessary to ensure the continued presence of 
assembly plants and parts manufacturers in the province. A specific funding 
request was made to assist tier 1 and tier 2 auto suppliers with grants or low- 
interest loans, ranging from $1-$5 million. The government was urged to take a 
lead role and work with Ottawa, through the Canadian Automotive Partnership 
Council, on a broader Canadian automotive strategy. 


Other 


Witnesses urged the government to consider broadband as part of infrastructure 
program investments, and to facilitate expansion of this technology to urban, rural 
and remote areas by setting aggressive goals for broadband access and wireless 
3G (third generation wireless service) implementation. Representatives from 
Eastern Ontario indicated that their region should be considered more often when 
funds are allocated for development initiatives. 


EDUCATION 


A number of stakeholders addressed elementary and secondary education with 
concerns about administration, funding, and pedagogical issues such as testing 
and curriculum. 


Administration 


Witnesses questioned the flexibility that school boards have to allocate funds 
from a specific funding grant to other, unrelated purposes. School boards asked 
for better pupil accommodation guidelines, an end to the moratorium on school 
closures, and further information about the previously announced $200 million 
grant for school renewal projects. A more streamlined administrative process for 
special education grants and individual plans continues to be a goal, as well as an 
equitable allocation of resources that recognizes the diversity of needs among 
boards. Other administrative suggestions were about annual monitoring and 
reporting of class sizes in elementary grades, review of policy and procedures 
governing School Community Councils, and review of the roles and remuneration 
of trustees and directors. 


Funding 


Many comments concerning funding were prefaced by remarks congratulating the 
government for its investments in education to date, acknowledging attention to 
recommendations brought before the Committee in previous years. Nonetheless, 
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specific concerns were raised regularly about overall funding levels, and about the 
amounts dedicated to specific purposes. 


School boards suggested that education funding should be based on four essential 
principles: equity, adequacy, autonomy/flexibility and accountability. Concerned 
citizens suggested funding should be truly needs-based, and provided at levels 
that obviate the need for parent fund-raising. 


Benchmarks 


Teacher unions and parental groups insist that the government has not fully met 
the main recommendation of the Rozanski Report; namely, to update fully the 
benchmark costs for all components of the funding formula. The issue for some 
stakeholders is the ad hoc nature of the enhancements to the funding formula 
made by the current and previous governments: Dr. Rozanski’s recommendation 
that a mechanism be established for a regular review of the formula benchmarks 
has yet to be realized. At the very least, some groups argued, a realistic annual 
adjustment for inflation should be built into the formula benchmarks. 


Specific Program Grants 


Changes to the formula were proposed in order to fund adult education at the 
same rate as secondary students in regular day school, to ensure realization of the 
primary class size cap while guaranteeing the integrity of class size in the junior 
and intermediate divisions, to provide funding for 200 minutes of elementary 
teacher preparation time, to address deferred maintenance, to provide long-term 
funding for schools affected by the closing moratorium, and to provide for any 
future increases in electricity rates. 


School boards and parent representatives recommended changes to the declining 
enrolment grant, and more generally asked that the effect of declining enrolment 
on the funding model be reviewed. An appeal for more flexibility in board use of 
special education funding accompanied requests for additional resources to 
support learning disabled students. 


Elementary teachers asked for elimination of the gap between the per pupil 
elementary and secondary Foundation Grants; secondary teachers asked for 
elimination of the gap between the Special Education Per Pupil Amount (SEPPA) 
for elementary and secondary pupils. 


ESEy PSE 


Both educators and social service providers spoke about protecting and improving 
language instruction for immigrant, allophone and aboriginal individuals facing 
linguistic barriers. They suggested that funding should be based on levels of 
proficiency rather than rules based on place of birth, and protected from diversion 
to other purposes. The use of community organizations for programme delivery 
was also advocated. 


Staffing and Compensation 


School boards and teachers asked that boards be fully funded for their labour 
contracts. Dedicated funding was requested to ensure adequate levels of staffing 
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to meet the office, clerical, technical and plant support needs of schools, and to 
allow boards to meet pay equity obligations. Various presenters spoke to the value 
of specialist teachers in the areas of physical education, music, art, and drama, 
and about the importance of providing adequate student supports by increasing 
staffing levels of teacher-librarians and guidance counsellors. In order to recruit 
and retain new teachers, various changes to the Teacher Compensation Grant 
were proposed, including shortening the instructional salary matrix, adjusting 
experience factors, abolishing the formula clawback, and removing the 7.5 
average credit cap. 


Outside the funding formula, occasional teachers sought stronger support, 
concerned citizens requested specific allocations for maintenance and 
administration to ensure the health and safety of staff and students, and school 
boards requested compensation for costs resulting from other government policies’ 
such as protection of heritage properties and improving access for citizens with 
disabilities. 


Teaching and Curriculum 


Non-educators who work with immigrants suggested that mandatory training in 
ESL and other immigration issues be given to all teachers, principals, and other 
front-line staff. Elementary teachers asked for reinstatement of the five lost 
professional development days, and for a cap on supervision time. Secondary 
school teachers suggested the EQAO be abolished, along with the tests it 
administers, with the resulting savings re-invested in schools; elementary teachers 
suggested replacing province-wide testing of grades 3 and 6 pupils with random 
sample testing. 


Provincial business representatives called for strong and sustainable technological 
education programs in Ontario’s curriculum, as well as for earmarked funding for 
teacher training in technological education, support for the Technological 
Education Renewal Initiative, and clarification of the government’s commitments 
in this area. 


Policy Directions 


Policy directions suggested to the government included creation of a cabinet-level 
advisory council to coordinate children and youth services; review of the Safe 
Schools Act and resources for children or youth that have been suspended or 
expelled; and creation of a curriculum council with broad stakeholder 
representation. Presentations were received calling for the end of public funding 
of Roman Catholic school boards. The government was also urged to keep 
contract negotiations local, rather than move to province-wide bargaining. 


ENERGY 


The context for presentations concerning the energy portfolio continues to be 
provided by ongoing reform of the province’s role in the provision and regulation 
of electricity. This process was begun under the previous government and 
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continues under the current administration with the recent passage of the 
Electricity Restructuring Act. Early in its term, the government confirmed its 
commitment to close, for environmental reasons, Ontario’s coal-fired plants by 
2007. The matter of how this capacity is replaced intersects with other important 
issues within the energy portfolio such as long-term supply capacity, the role of 
the market in delivering new supply and in setting prices, conservation strategies, 
and the future of specific types of generation, including nuclear power and 
renewable sources. Most of the presenters addressing these topics spoke on 
behalf of commerce and industry, with a primary concern about the long-term 
provision of stable, affordable power. The Committee also heard that the 
infrastructure of the electricity system, namely, the grid interconnect system, 
should be reviewed to avoid brown- and black-outs. 


Generation and Supply 


The government has acknowledged that it faces chailenges in providing an 
adequate supply of electricity, assuming closure of the coal-fired plants and given 
that some nuclear plants are nearing the end of their operational lives. Policy 
initiatives have included requests for proposals for clean electricity, for new 
electricity supply, and for demand management (i.e., conservation) projects. 


Coal-Fired Power 


Industry representatives support closing the coal-fired plants only if cost-effective 
alternatives are available; a thorough, analytical reassessment of the current and 
alternative strategies was advised, as well as additional incentives for biomass and 
co-generation. Business representatives suggested retrofitting coal-fired facilities 
with new emissions-reducing technology, where it is economically beneficial to 
do so. This, it was argued, will ensure competitively priced electricity, maximize 
electricity supply, and allow coal plants to meet cleaner air targets: 


Hydro 
Among the alterative energy solutions encouraged was importing hydroelectricity 


from other provinces, including Manitoba, Quebec, and Newfoundland and 
Labrador. 


Nuclear 


It was suggested that inactive nuclear reactors be refurbished, where it is 
economically beneficial to do so, but that otherwise new development projects 
should be left to the private sector. 


Renewable Energy 


Ontario Power Generation (OPG) was encouraged to develop a long-term strategy 
regarding new generating capacity from sources such as natural gas, nuclear, and 
garbage incineration in addition to the promotion of conservation. Wind energy 
associates recommended that the government purchase more renewable energy 
contracts, and provide incentives such as exempting renewable energy sources 
from the capital tax (the large corporations tax). Other advice included reducing 
bureaucracy and politics around electricity generation, and promoting “out-of-the- 
box” thinking around electricity management. 
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Conservation 


Demand side activities envisioned under the Electricity Restructuring Act, such as 
setting targets for conservation, renewable energy, and the overall supply mix 
were endorsed, as were conservation programs for business and the public, such 
as employing OPG and local electricity companies to educate local businesses 
about conservation. 


Electricity Market 


Having affirmed the policy direction that opens Ontario’s supply market to 
private electricity generators, the government was urged to move quickly to 
implement a market pricing system that reflects the true cost of electricity. As an 
interim step, a limited term rebate program could alleviate consumer concerns 
over price escalation. The government was encouraged to remove the rate cap, to 
encourage peak time shifting of use, and to move to time-of-day rates. 
Government, business and residential home sectors need to appreciate that a fair- 
priced, stable electrical market is crucial to Ontario’s business outlook, and the 
government was advised to open up supply and demand issues for debate on 
potential solutions, including the recommendations from the OPG Review and the 
Manley Report. 


Regulatory Framework 


Business representatives encouraged the government to follow through on the 
regulatory changes set out in the Electricity Restructuring Act, including creating 
the Ontario Power Authority, mandated to ensure an adequate, long-term supply 
of electricity; establishing a Conservation Bureau with a Chief Energy 
Conservation Officer; and redefining the role of the Independent Electricity 
Systems Operator (formerly the Independent Electricity Market Operator). 


Energy Efficient Vehicles 


Energy efficient vehicles are in the development stage and promoters sought 
incentives to further this technology, such as the Ontario Energy Board 
developing “rate-base friendly” initiatives for natural gas vehicles. The 
government was encouraged to use alternative fuels in school buses, airport 
vehicles, all municipal vehicles, and high mileage Province of Ontario cars and 
trucks. Procurement of alternative-fuel vehicles at the municipal level should be 
tied to provincial funding programs, such as building into any transportation 
funding a requirement that the cleanest, proven, commercially-available 
technologies be employed. This could be accomplished by a continuation of the 
Transit Incentive for Alternative Fuelled Transit Buses, or a rebate of the gasoline 
fuel tax. 


ENVIRONMENT 


Brownfields 


Municipalities and business requested supportive policies for brownfields 
development, including amendments to relevant legislation, including the 
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Environmental Protection Act; the establishment of a brownfields registry; and 
broadened liability protection. 


Safe Drinking Water 


Ontario’s drinking water infrastructure and testing has been an ongoing concern 
since the Walkerton tragedy. Business representatives called for a drinking water 
infrastructure program that will provide one-third of the funding of capital 
upgrade expenditures of Ontario municipalities. A number of recommendations 
were made concerning water testing (including an on-line/fax registration system) 
and oversight (including random Ministry audits, immediate notification of 
adverse test results, and appointment of a primary drinking water officer in each 
health region). Support was expressed for the Walkerton Inquiry 
recommendation (No. 84) concerning reducing the cost of providing safe drinking 
water in trailer parks. 


Environmental Protection Act (Bill 133) 


Witnesses from the business and forestry sectors expressed concerns about Bill 
133, the Environmental Protection Act, and offered to consult in consideration of 
alternatives to this legislation. Forestry representatives seek a solution that will 
address what they see as the problems of too many spills and compensation 
delays, without the negative consequences of Bill 133. 


Waste Diversion 


The hospitality industry asked for a standard municipal waste diversion model 
that specifies the types of materials collected, the costs and revenues associated 
with each, as well as a standard reporting model to assure stewards that remitted 
funds are directed to approved costs and expenditures. It was suggested that 
municipalities should be compelled to implement cost containment strategies 
using this model. 


HEALTH AND LONG TERM CARE 


The Committee received more presentations concerning this policy sector than 
any other, which is consistent with this Ministry’s place within the Province’s 
expenditure budget. Constructive suggestions about directions for future reform 
were balanced with concerns raised about policy directions taken in the past few 
years. 


Accountability 


The government was commended for Bill 8, the Commitment to the Future of 
Medicare Act, 2003, but three areas were highlighted where additional 
accountability is required: (a) preventing erosion through increased for-profit 
delivery and P3s, (b) ensuring that the process of appointing members of the 
Ontario Health Quality Council is transparent and democratic, and (c) requiring 
accountability of government to providers and to the public. For one stakeholder, 
replacing Order-in-Council appointments to health care organizations with 
independent third party selection would increase accountability, for another, it 
would involve developing performance measures that would allow funding to be 
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directed to the most cost-effective treatments provided by the most cost-effective 
practitioners. 


Direction 


Cost Containment 


A broad range of advice was offered concerning efforts to contain health care 
costs. The government was advised not to allow health care to continue to crowd 
out other public services and programs, and to hold the line on funding for acute 
care in hospitals and for nurses and doctors. Others, though, urged caution. 
Chiropractors suggested no further changes be made to OHIP-covered services 
without a public consultation process focused on assessing the impact on access, 
cost and the quality of those services. Drug manufacturers expressed concern that 
cost-centric approaches to managing innovation will diminish patient outcomes 
and unnecessarily increase overall costs; others urged holding the line on the 
increasing cost of for-profit components of the system, such as drugs. Health care 
workers suggested economies of scale could be realized by implementing a 
jointly-trusteed benefits plan with Ontario hospitals, and sought protection of the 
lowest paid workers in the health care system, and of local health care services. 
Public-private partnerships (P3s) were criticized. The government was invited to 
rethink its cost-cutting demands on hospitals, and nursing representatives 
expressed disappointment that the Ministry accepted recent hospital budget- 
cutting exercises that will eliminate nursing positions. 


Reinvestment 


Many suggestions focused on possible investments or re-investments. Nurses and 
other health care workers called for increasing the level of program expenditures 
to 15% of GDP, bringing back de-listed services, reinvesting in proven programs 
for frail and isolated seniors, and ceasing to ration healthcare services. The 
recommendations of the Ontario Alternative Budget were endorsed as a strategy 
to increase the province’s fiscal capacity and provide resources for health care 
programs, along with greater use of environmental taxes. Institutions called for 
investment in information technology that would help them be more efficient and 
deliver better patient outcomes. 


Programs 


Cancer Care 


Cancer researchers suggested the government allocate less funding to non- 
integrated approaches, and provide full support instead to the Ontario Cancer 
Plan. This would entail incremental increases in three areas: volume investments 
for new cases, transformational investments for regional services and rapid access 
strategies, and capital investments for new treatment facilities and equipment. A 
comprehensive strategy for recognizing and treating ovarian cancer was also 
presented to the Committee. 


Community Health 


A number of groups stressed the important role of community health services, 
making specific requests for increases in operating funds, capital grants, and base 
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funding. Revisions to the model of remuneration for physicians and nurses, it was 
suggested, would facilitate attracting these professionals. A reminder was made 
of the commitment to ensure that seniors have access to the services of 
neighbourhood support agencies. 


Home Care 


Health care workers requested an end to compulsory competitive bidding for 
home care services; Manitoba’s system was proposed as a model. Home care, it 
was argued, should be provided on an “‘as needed” basis. 


Hospital Funding 


Many hospital representatives appeared with advice, concerns, and requests. The 
provincial association suggested that the current 3-year plan is inadequate, and 
requested that transitional funding be provided until community-based health care 
options are put into place. Other hospital funding requests included changing the 
funding and budgeting processes so that institutions receive Ministry information 
sooner, new accounting procedures to allow amortizing capital expenditures over 
a facility’s life cycle, flowing funding for approved capital projects, investing in 
infrastructure, and addressing particular institutions’ specific needs and situations. 


The Committee heard about the unique challenges faced by northern hospitals, 
and the needs of multi-site, rural hospitals. The Ministry was urged to provide 
funding to Ontario’s academic hospitals that will allow them to build world-class 
research facilities, retain top scientists, and provide high quality health care 
services; one proposal was to match outstanding CFI (Canadian Foundation for 
Innovation) grants from the federal government. 


Mental Health 


Stakeholders spoke of the need to support an integrated mental health system 
operating across a continuum of care and service that addresses health prevention 
and promotion, early intervention, and crisis management. Providing adequate 
operating support, including long-term funding stability for addiction services, 
would help identify mental health as a priority of the government, which is 
encouraged to build on the commitments it has already made. Institutional 
representatives suggested that attention to the community infrastructure 1s 
necessary for the mental health service delivery team to work well, examples of 
particular need being affordable housing and the conditions of poverty endured by 
many with severe mental illness. Strategies for dealing with homelessness 
included the provision of more supportive housing, safe houses and crisis beds, 
access to case management services, shared care teams in emergency shelters and 
drop-ins, and the availability of withdrawal management and addiction treatment 
services, especially for women and aboriginal people. Members were asked to 
recognize the needs of diverse, rural and remote communities. Representatives 
from the business community suggested the formation of an Ontario workplace 
mental health strategy. 
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Health Care Professionals 


Audiology 


Audiologists offered to replace doctors as the gatekeepers for those individuals 
seeking care for audiology issues, and sought reversal of the decision made in 
2001 to de-list their services under OHIP. 


Chiropractic Care 


A number of chiropractic practices and individual practitioners urged the 
government to re-list chiropractic services, arguing that this would allow 
significant overall health system cost reductions to be realized. For the same 
reason, they argued that chiropractors should to be able to order x-rays and other 
tests, such as CAT scans, with the costs being covered under OHIP. 


Neurosurgical Services 


The Ministry was asked to re-establish and extend support for neurosurgical 
services in southwestern Ontario. 


Nursing 


Registered practical nurses invited the government to require all publicly funded 
health care facilities to utilize both registered nurses and registered practical 
nurses. 


Optometric Services 


Ontario’s optometrists brought three requests: to increase the fees paid for eye 
examinations provided under OHIP to levels reflecting the increase in eye care 
costs over the past sixteen years; to fund secondary AVF (automated visual field) 
assessments on a par with payment to opthalmologists, or, to allow optometrists to 
bill patients directly for the service; and, to allow optometrists to prescribe TPAs 
(therapeutic pharmaceutical agents). 


Physician Shortages 


The College of Physicians and Surgeons presented recommendations to address 
physician shortages, including financial support for assessing and training 
international medical graduates, increasing post-graduate training capacity, 
increasing enrolment at Ontario medical schools, new rules for Canadian residents 
studying at international medical schools, and the creation of a health human 
resources planning body. They also suggested considering potential collaborative 
care models. Business community representatives echoed recommendations 
concerning foreign-trained doctors and increasing Ontario’s medical school 
enrolment. 


Physiotherapy Services 


Ontario physiotherapists sought funding for their services provided in home care, 
in long-term care facilities, in hospital out-patient physiotherapy clinics and in 
other non-institutional settings. They also suggested the government ensure 
funding earmarked for physiotherapy is not lost in hospitals’ global budgets. 
Schedule 5 physiotherapists asked that the delisting of their facilities be 
suspended pending a thorough analysis and a three-year transition period. 


23 


Other Programs 


In addition to the requests by health practitioners, the Committee received 
submissions from health care consumers. The Ministry was asked to consider 
upgrading the level of assistance given to approved Ontario Hepatitis C 
Assistance Plan (OHCAP) clients who can no longer work and have had to pay 
high medical bills over the years. Ontario was urged to provide a provincial 
pharmacare program. 


Primary Care Reform 


A diverse range of presenters supported plans for primary care reform. 
Physiotherapists expressed support for multidisciplinary primary care delivery 
and funding models; a municipality concerned about investment in the rural 
health care infrastructure urged that work on health teams continue and be 
expanded; a group health centre advocated implementing Local Health Integration 
Networks (LHINs) in such a way that local communities have control over 
resources; and public sector health workers asked that LHINs not be a vehicle for 
privatization of health services. Business community representatives called for an 
end to the gate-keeping role of doctors, permitting instead greater input from 
nurses, psychologists, occupational physiotherapists and others in primary care 
teams delivering health care services. 


Long Term Care 


Funding 


The Committee heard that there is a serious disparity between what has been 
indicated as Ministry funding to meet new standards and what is actually being 
provided. Stakeholders called for an increase in the per diem operating grant to 
meet this shortfall, and asked for an end to the imbalance between nursing homes 
and homes for the aged. A common refrain was the need to establish and 
maintain a long-term care continuum, with special emphasis on expanding the 
range of offerings in the community. The Committee heard that supportive 
housing for seniors 1s a logical, cost-effective alternative to the premature 
admission of seniors to nursing homes and to the inappropriate admission (and 
stay) of seniors in acute care hospitals. In the institutional sector, serious capital 
renewal needs were identified, in particular ongoing maintenance and renewal of 
B and C homes. 


A full set of recommendations was presented concerning homes for those with 
special needs, addressing funding, standards and their enforcement, and 
ministerial responsibility. The provincial association requested priority attention 
to quality of life issues, including enhanced activity programming and volunteer 
coordination; social work, chaplaincy and palliative care services; dietician 
services; and physiotherapy services. 


Standards and Enforcement 


Public sector workers called upon the Ministry to follow through on commitments 
made to address problems, including enforcement of tougher standards and 
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increasing staffing levels. Among the priority areas underlined were a guaranteed 
minimum amount of daily resident care, monitoring standards for baths and lifts, 
transparent funding reporting mechanisms, and whistle-blower protection. It was 
suggested that each municipality should be required to operate a long term care 
facility and provided with the resources to do so. The Ministry was asked to 
review the supportive housing system so that standards are applied consistently in 
that part of the long term continuum. 


LABOUR 


Continued support and funding for the certification, licensing, and accreditation of 
internationally trained professionals and trades people was recommended, along 
with their integration into Canada’s business sector. The Ministry was urged to 
negotiate a Labour Market Development Agreement (LMDA) with the Federal 
Government. 


Advocates on behalf of the working poor asked that the minimum wage be 
increased to $10 per hour and indexed annually to the rate of inflation. The 
creation and funding of a taskforce to examine a minimum wage that permits 
Ontario workers to live above the poverty line was also proposed. 


Other recommended measures included changes to the Labour Relations Act 
regarding municipalities and construction unions, restoration of the card system 
for certification, and rules for the certification of healthcare workers. An 
Employment Agencies Act, with a Ministry office responsible for effective 
enforcement mechanisms was proposed, as well as stronger enforcement of 
existing labour laws by the Employment Standards Branch. Several presenters 
raised the matter of ongoing funding to enable employers to fulfil their pay equity 
obligations. 


MANAGEMENT BOARD SECRETARIAT 


The Committee received a submission noting the lack of any commitment to build 
a new home for the provincial archives, and recommending that steps be taken to 

ensure that proper facilities are maintained with suitable atmospheric and working 
conditions for storing and retrieving Ontario’s important records and information. 


MUNICIPAL AFFAIRS AND HOUSING 
Land Use Planning and Development 


Developers called for a study of the economic impact of the Greenbelt in Ontario 
and a review of all fiscal and regulatory policies that could promote 
intensification. They proposed legislation to ensure user fees are based on a 
reasonable, direct cost recovery system that allows for appeal of municipal 
decisions. The building permit system is viewed as an irritant and the government 
was urged to re-examine whether this policy is consistent with its stated 
objectives. 
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Business representatives asked the government to commit to “priority urban 
centres” and “provincial growth areas” through the allocation of provincial 
infrastructure funding for the revitalization of downtown cores. As well, they 
asked that municipalities be allowed to establish “city specific” intensification 
goals through their official plans, considering historic density patterns. Finally, it 
was recommended that municipalities be allowed to designate sufficient land for 
future growth (outside the proposed Greenbelt), to accommodate employment and 
residential needs to at least 2031. 


The Committee heard that a minimum twenty-year planning horizon is necessary 
for municipal plans, and that municipalities should be able to set their own 
timetable beyond twenty years for the duration of their plans. One 
recommendation was to modify the Provincial Policy Statement to recognize the 
importance of long-term planning, and to properly empower municipalities to 
accommodate strategic planning exercises. 


Homebuilders continue to support an independent OMB with checks and balances 
outside of the political process, and advised the province to articulate its interest 
through the Provincial Policy Statement. 


Municipal Funding 


Municipal funding levels are an issue of interest to all levels of government. The 
province was urged to provide Ontario’s municipalities with more support, 
including joint programs with Ottawa to ease municipal capital costs. Long-term, 
sustainable funding for municipal infrastructure is viewed as critical, taking into 
account factors such as the age of the municipality, the ability to leverage rates 
and taxes, and environmental challenges. The Committee was told that the value 
of the Ontario Strategic Infrastructure Financing Authority should be re-assessed, 
particularly as to whether this organization saves municipalities money when 
compared to conventional bank financing. One presentation proposed a 
moratorium on legislation, regulations and standards that drive up municipal 
costs. 


Realtors suggested the City of Toronto be required to benchmark its budget 
against national peers, and to make this information public. The Ministry was 
urged to introduce a modernized City of Toronto Act by the end of 2005, to 
consult with public stakeholders during the joint Ontario — City of Toronto Task 
Force Review, and include in the new Act the provision of additional revenue 
sources more appropriate for funding the types of services Toronto must provide. 


Public sector workers, municipalities and others urged the government to work 
with federal and municipal counterparts on a new deal that enables municipalities 
to achieve long-term sustainability, such that their power to tax matches their 
level of responsibility for service delivery. The Committee was advised that 
federal fuel tax money should be treated as a net new source of funds for 
municipalities, not to be clawed back or offset by further downloading. 
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Municipal officials requested changes to the Development Charges Act, 1997 to 
ensure that development is not the only beneficiary of new sources of revenue 
provided by the Province to help support municipalities. On the other hand, 
Ontario hospitals raised their concern over abuses of development charges and 
urged the government not to add hospital infrastructure during the 2005 review of 
the Act. 


A recommendation was made to increase the rate for grants-in-lieu of taxes to at 
least $100 per unit, instead of $75, and provide for annual inflationary increases. 


Local Services Realignment (LSR) 


Concerns continue to be expressed about the adequacy of funding for services 
downloaded to municipalities. The Committee heard that it is time for all three 
levels of government to embrace a “who pays for what” review that would more 
fairly match government revenue sources to program funding responsibilities. 


Emergency medical services (EMS) were the subject of recommendations 
advising the government to conduct a review of the funding formula; upload 
responsibility for EMS in the Northern Ontario; change regulations concerning 
municipal user fees for land ambulance; fund 50% of land ambulance services; 
provide ambulance user fees to the service provider rather than the hospital; and 
raise the fee to discourage nuisance calls. Rural municipalities asked that LSR be 
structured to recognize and promote volunteerism. 


Community Reinvestment Fund (CRF) 


Northern municipalities argued that the community reinvestment fund (CRF) 
formula needs adjusting, and cautioned the government that its initiative to cap or 
eliminate this grant would have devastating impacts in regions such as Northern 
Ontario. The Committee heard also that a new formula should be transparent, 
equitable and predictable, and maintain the principle of revenue neutrality through 
continued reconciliation of the fund. Another suggestion was to base the CRF on 
actual costs, indexed to inflation, with administrative caps removed, and add back 
as costs for 2003 and subsequent years’ reconciliation the original savings targets 
imposed upon municipalities. Mention was made of the need to reconcile the 
CRF on special tax classes relevant to rural municipalities, such as agricultural 
land and managed forests; this has not happened for five or six years. 


Uploading 

The uploading of social housing, public health, long-term care and income-based 
services was recommended. A similar proposal asked the government to assume 
a greater share of funding for income-based support programs, and to ensure that 
original cost-sharing agreements reflect the current level of local administrative 
expenditures in delivering these programs. 


Ontario realty companies proposed transferring control of the Toronto Transit 
Commission (TTC) to an authority owned by all three levels of government; 
privatising parts of the TTC, such as low ridership bus routes and the 
Harbourfront streetcar; and providing bus-on-demand service. 
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Housing 


Presentations in this area focused almost exclusively on affordable housing. The 
government was urged to act on affordable housing commitments, and ensure that 
supportive housing announcements continue to build on initial progress. Tenants 
argued that the Provincial Policy Statement under the Planning Act should be 
amended to highlight the need for a full range of housing options, both rental and 
ownership. Approval and release of capital and rent subsidy commitments for 
new affordable housing units was also recommended. 

Proposals targeting developers of affordable housing included giving priority to 
those developers by making land available at market rates, and giving agencies in 
charge of selling surplus land the flexibility to accept one year conditional offers. 
These concessions would be based on criteria such as approvals for zoning and 
financing. More flexibility was recommended in the deposit amount required 
from builders of affordable homes. 


Maintenance of the existing, limited stock of affordable housing was the focus of 
suggestions from tenants proposing the reintroduction of rent regulation, the 
legislation of municipal control over demolition and conversion, and provincial 
legislation to allow secondary suites in all municipalities. On the other hand, 
realtors and developers urged the government to reconsider the imposition of rent 
controls and to support the Tenant Protection Act, arguing that to repeal the Act 
would have devastating consequences for the rental construction industry. 


NATIVE AFFAIRS SECRETARIAT 


The Committee heard from a representative of the Métis Nation of Ontario 
(MNO), bringing recommendations to help the government live up to its 
commitments in the “Four Point Agreement” of July 7, 2004 concerning Métis 
harvesting. These included reviewing legislation and regulations to ensure Métis 
are treated fairly and equitably with First Nations in Ontario; developing, with the 
government of Canada, plans to provide adequate resources to the Métis Nation to 
manage and represent its interests; providing for the future financial needs of the 
Métis Nation through a special allocation of funds or through appropriate 
licensing for the Métis Nation in any plan to expand gaming in Ontario; 
establishing a chair of Métis studies at an Ontario university; and start talks with 
the MNO on emerging economic development projects to support the goal of self- 
sufficiency. 


NATURAL RESOURCES 


Several conservation authorities, as well as the provincial association, appeared 
before the Committee to outline the services that they are mandated to provide, 
and to request a funding increase to address their budgetary shortfalls. 


The forestry industry asked that MNR review its practices and guidelines with 
respect to fibre supply; work with the industry to rationalize wood flow; and 
consider a series of recommendations concerning the stumpage system, including 
keeping it market-based, rather than treating it as a source of general revenue. 
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Aboriginal leaders brought requests regarding the go-ahead of the Whitefeather 
Forest Intiative, a First-Nations led business development involving natural 
resource revenue sharing. Another association asked the government to support 
their promotion of the use of wood in non-residential construction. 


Conservation authorities and recreational groups requested a careful review of the 
recommendations from the forthcoming trail strategy, and a budget allocation 
directed to addressing infrastructure requirements for improving the provision of 
recreational lands. Those promoting the use of trails asked the government to 
consider legislation to remove third party liability for operators. 


NORTHERN AFFAIRS AND MINES 


Representatives of northern regions sought an enhanced role for the Ministry of 
Northern Development and Mines, including a larger budget, to promote this 
region of the province. A specific recommendation was to boost the Northern 
Ontario Heritage Fund by $280 million. The renewed focus of the Northern 
Ontario Heritage Fund Corporation, namely, to work with private sector 
companies, especially those focused on new enterprises, young entrepreneurs and 
emerging technologies, was welcomed by a spokesperson from the music, film 
and television industry. This stakeholder proposed a loan equity package for film 
and television producers on projects that increase the profile of northern Ontario, 
create jobs in the region, and provide mentorship and training opportunities to its 
residents. 


Job creation is a top priority in Northern Ontario, and witnesses requested 
immediate implementation of the Northern Prosperity Plan. The government was 
also asked to work with northern municipal leaders in 2005 to develop and 
implement a northern growth strategy, similar to the one developed for the 
Golden Horseshoe in 2004. Specific recommendations included re-establishing 
the headquarters of the Ontario Lottery and Gaming Corporation in Sault Ste. 
Marie, and developing a policy that would direct manufacturing facilities 
requiring large amounts of land to the north. 


Continued support was expressed for both the Northern Ontario Grow Bonds 
Program, which generates investment loans for small and medium-sized 
businesses, and the Go North Program, designed to attract investors from outside 
northern Ontario. 


PUBLIC INFRASTRUCTURE RENEWAL 


The government was requested to act promptly on promised partnerships with 
Ontario municipalities in the allocation of monies toward vital municipal 
infrastructure and transportation projects, and for repairs and essential 
improvements. 


Presenters from Eastern Ontario reminded the government to consider all areas of 
the province when implementing infrastructure programs. One municipality 
argued that infrastructure programs require longer-term commitments (i.e., more 


29 


than five years) from both senior levels of government. As well, these programs 
need to be more closely matched to the municipal capital spending timetable, and 
allow more local control. Public sector unions oppose the redirection of 
infrastructure resources to more expensive, for-profit schemes by means of P3 
deals. Northern municipalities want increased funding for the Canada-Ontario 
Municipal Rural Infrastructure Fund (COMRIF); another presenter suggested the 
government should re-examine the extension of COMRIF funding to 
municipalities with a population of up to 250,000. 


TOURISM 


Stakeholders in the tourism sector indicated that a full recovery has not yet been 
achieved from the SARs outbreak, the rising value of the Canadian dollar, and 
other factors depressing the tourism market. The government was urged to make 
a permanent increase in annual funding to the Ontario Tourism Marketing 
Partnership Corporation; to support Tourism Recovery Program (TRP) initiatives 
targeting U.S. travellers; and to protect the viability of the Destination Marketing 
Fee (DMF). 


TRAINING, COLLEGES AND UNIVERSITIES 


A common theme of the 2005 Pre-Budget hearings was the need to reinvest in 
postsecondary education in order to keep Ontario’s workforce among the most 
skilled, attract cutting-edge research and development, foster innovation, and 
make Ontario’s economy a global leader in efficiency, growth, and quality of life. 
Presenters from all walks of life — educators, students, union leaders, business 
stakeholders, municipal representatives, and others — agreed that Ontario must 
increase its spending in this sector. Many, anticipating that the Rae Review 
would make recommendations in this direction, called upon the government to 
give the Rae Review report its full support and quick implementation. Goals 
mentioned by many presenters included improving the quality, accessibility and 
accountability of Ontario’s postsecondary system. 


Access 


Recognition of the economic benefits of a postsecondary education highlights 
calls for the government to make higher education truly accessible to every citizen 
of Ontario, no matter what their socio-economic background. Community college 
representatives called for a higher target of postsecondary completion among 25 
to 34 year olds; northern colleges for a commitment to bring northern Ontario 
participation rates up to the average of southern Ontario; and faculty associations 
for the creation of 33,000 new undergraduate spaces. Special attention was 
sought for measures to improve accessibility for aboriginal and francophone 
students, and to make all campuses fully open to students with disabilities. 


Graduate Enrolment 
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Several institutions called for a lifting of the cap on graduate programmes, 
accompanied by the operating and capital funding necessary to double enrolment 
by 2013. 


Directions 


The themes of institutional autonomy, and differentiated roles and missions for 
universities, were linked to improving accountability measures. Student 
associations and public sector unions cautioned against privatization and 
management-defined performance indicators. On the other hand, business 
representatives suggested a suite of tax credits and tax deductions to facilitate 
greater private sector investment in postsecondary institutions. The province was 
called upon to lobby the federal government for a dedicated postsecondary 
education transfer to the provinces. Some stakeholders suggested that tax 
increases in order to increase funding for higher education are in order and would 
be found acceptable. One administrator argued that investments should target 
quality rather than simply aiming at enrolment growth. 


Funding 


Stakeholders in both the colleges and universities sectors recommended 
increasing operating grants to at least the national average and protecting them 
against inflation. The unique needs of small, rural and northern community 
colleges and of northern universities were brought to the Committee’s attention. 


Community colleges sought implementation of a corridor-style funding 
distribution model in order to provide long-term stability and sustainability, and 
urged the government to reconsider the five-year phase-in of increases in 
operational funding. Universities asked for a multi-year funding environment in 
order to support long term investments in their institutions. 


Colleges and universities made specific mention of the need to fund deferred 
maintenance, particularly to provide quality facilities for students and faculty, and 
to maintain their research capacity. Both sets of institutions also asked for a 
capital funding programme for new facilities, and spoke about the importance of 
investing in recruitment and professional development for qualified staff. 
University faculties requested specific library funding for acquisitions and new 
technologies. 


Requests were also made to support specific projects such as the Ontario Mineral 
Industry Cluster Council, the Northern Ontario School of Medicine, the Co- 
operative Freshwater Ecology Unit, and the University of Ontario Institute of 
Technology. 

Other Issues 


The issue of transferability of credits from one postsecondary institution to 
another continues to bring calls for reform, made all the more critical by the trend 
towards specialization, coordination and collaboration within and between 
institutions. One suggestion was the creation of a new transfer agency. 
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University faculty associations asked the government to eliminate mandatory 
retirement and thereby help institutions meet teaching demand amid growing 
enrolment; one university’s administrators suggested there be a transition period 
of up to five years in the implementation of changes to mandatory retirement, to 
allow time to deal with the complex issues involved. 


Research 


University stakeholders and Ontario business representatives called for enhanced 
research funding so that postsecondary institutions might create new technologies 
and knowledge. The importance of funding both basic and applied university 
research was underlined, as well as of matching current investments in science 
and technology with support for research in the social sciences, humanities and 
professional programs of business, law, and education. Business representatives 
suggested the province move ahead with the new provincial research and 
commercialization framework to support program partnerships between 
postsecondary institutions and private business; this would expedite the 
commercialization of technologies developed in universities and colleges. 


Student Financial Aid 


All groups addressing this issue agreed that OSAP, at present, does not adequately 
meet Ontario postsecondary students’ needs. Suggestions for improvement 
included further harmonization with the federal system, better integration with 
university programs, increasing financial caps, extending eligibility to part-time 
students, re-instating a system of needs-based grants, improving loan forgiveness 
criteria, and increasing targeted assistance for students with dependents with 
special needs. 


The government was also advised to re-institute the Ontario Student Opportunity 
Trust Fund (OSOTF) scholarship program, to provide better support for graduate 
studies by continuing the OGS and OGSST programs, to extend the length of time 
institutions receive grant funding for doctoral students to better reflect the normal 
time to completion, and to provide additional doctoral scholarship funding for 
students at the dissertation stage. Business representatives sought increases in the 
amounts and conditions of the Cooperative Education Tax Credit, and assistance 
in the form of a one-time contribution for parents using a Registered Education 
Saving Plan. 


In addition to financial aid, it was recommended that students have access to 
affordable housing and child care throughout their course of study. 


Tuition / Fees 


Proposals concerning tuition covered a broad range of options. Students and 
labour organizations called for the eventual elimination of tuition for all Ontario 
post-secondary students. University faculty associations urged the government to 
maintain the tuition freeze, and eventually reduce tuition by 10%. One university 
advocated regulated tuition increases consistent with inflation, combined with a 
full financial aid system of grants, scholarships, bursaries and loans. Yet another 
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university advised the government to endorse institutional self-regulation of 
tuition fees within a framework holding institutions accountable for ensuring 
accessibility for all students. Business representatives also called for full 
deregulation of tuition, and suggested examining the British model of flexible 
tuition matched by special grants and tuition subsidies for lower income students, 
with income-contingent loan repayment options. Student associations were 
critical of proposals for income-contingent repayment schemes. 


Training 


A major concern for business organizations is the lack of apprenticeships in 
Canada. Canadian manufacturers recommended the government develop a 
coordinated long-term comprehensive strategy for the training and retraining of 
skilled workers to meet the demands of the marketplace. Business representatives 
agreed, calling for an effort to enhance the image of the skilled trades, re-direction 
and targeting of funds for technical education in Ontario schools, and encouraging 
business to offer experiential learning opportunities for co-op education students 
(high school and postsecondary). Homebuilders suggested programs to bring 
high school and college students onto work sites for hands-on experience in 
construction and safety practices. Other suggestions included providing flexible 
learning formats that allow employees easy access to skill upgrading at any point 
in their career, and encouraging differentiation and specialization based on the 
core strengths of each post-secondary institution. 


TRANSPORTATION 


Border Crossings 


Border crossings are critical to the viability of the province’s trade with the 
United States, and therefore to the entire provincial economy. Business and 
industry advised the government to invest, with the federal government, in 
transportation infrastructure and seamless cross border operations, in order to 
enhance traffic flow into and across key border areas. Correcting infrastructure 
deficiencies could allow use of alternative routes such as Sault Ste. Marie, rather 
than forcing all traffic through southern Ontario crossings. 


The Ontario Chamber of Commerce requested a meeting with provincial 
representatives to facilitate the immediate flow of funds to previously announced 
infrastructure commitments; and a meeting with federal government 
representatives, for the same purpose. The province was invited to initiate a 
broad public awareness campaign around trade facilitation programs such as 
NEXUS and FAST. 


The Windsor Detroit border crossing was the subject of numerous suggestions 
requiring immediate attention. The broad objective of recommendations is to 
develop an immediate transportation solution to ease the capacity and efficiency 
problems, and increase the reliability for commercial traffic. Stakeholders want 
government investment directed to improving the current capacity by reducing 
congestion, and enhancing or facilitating the infrastructure. On a broader level, 


33 


cooperation on both sides of the border was given high priority, and would 
include state, provincial and federal levels of government. 


Roads 


As the primary means of moving goods and people, roads are an essential 
component of the province’s economic infrastructure. Recommendations to the 
Committee covered issues such as strategic planning, regional development, and 
proposals for improvements to specific highways. 


Business representatives called for a Goods Movement Study in the Golden 
Horseshoe region, as a necessary first step in creating a Goods Movement Master 
Plan; such a study would ideally be coordinated with related work currently being 
done by the Ministry of Transportation, and in consultation with the federal 
Ministry of Transport. 


Northern Ontario mayors spoke of the importance of good roads to value-added 
manufacturing in their region, and want approval processes for federal and 
provincial programs such as COMRIF to reflect the fact that they have identified 
roads as their top priority. 


Specific highway projects were mentioned in several recommendations, including 
the approved alternative Highway 7 alignment in Canada’s Technology Triangle 
region, the four-laning of Highway 69 south between Sudbury and Parry Sound, 
and completion of four-laning on Highway 11. 


The importance of the mid-peninsula transportation corridor (MPC) was 
underscored in the suggestions made to the Committee. Witnesses want the 
government to support the Niagara Peninsula Transportation Needs Assessment 
Study, including the need for a multi-lane mid-peninsula highway from Niagara to 
Halton and Waterloo-Wellington. Several recommendations addressed the MPC, 
including implementing global positioning and information system management 
technologies in the planning and design; ensuring compatibility and connectivity 
with U.S. “smart highways’; appointing a blue-ribbon panel of federal, provincial, 
and municipal representatives, business leaders and environmentalists (similar to 
the Smart Growth Panel) to guide the MPC planning, design and construction 
process; and adopting a multi-track planning and design process in order to 
minimize delays in the construction of the MPC. The need to expedite the 
environmental assessment process for the MPC was also pointed out. 


The rail industry suggested that highway financing policies should be revisited, 
with an emphasis on full cost accounting and user pay options. 


Urban Transit 


As population density increases, and the province attempts to promote Smart 
Growth, urban transit takes on growing importance. Groups told the Committee 
that they support plans to establish a Greater Toronto Transportation Authority, 
but want the government to consult with GTA regional boards of trade, chambers 
of commerce, federal and local governments, and members of the private sector 
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on all aspects of the Authority. Legislation and funding for the Authority should 
be developed as soon as possible. 


Presentations focusing on transit funding mentioned the need for flexible terms, 
such as allowing the Toronto Transit Commission to apply its funding, including 
gas tax revenues, to its priority areas, whether operating or capital in nature. The 
province was urged to restore its direct contribution to public transit funding. 
Regional representatives sought implementation of the Golden Horseshoe Transit 
Improvement Plan application for GO Transit Rail Service to Waterloo Region, 
and government investment in the Central Transit Corridor for Waterloo Region. 


Energy Efficient Vehicles 


As Ontario grows, the number of vehicles on the road increases, along with 
greenhouse gas emissions. Energy efficient vehicles offer the advantage of 
lessening the environmental impact of transportation. Incentives to encourage 
their use were the focus of two recommendations: to allow access to high- 
occupancy vehicle lanes for natural gas and hydrogen vehicles; and, to develop 
no-charge vehicle registration for natural gas and hydrogen vehicles. 
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RECOMMENDATIONS 


The Committee recommends that: 
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10. 


Res 


The Minister of Finance include funding for enhanced film tax credits 
in the upcoming budget. 


The Minister of Finance provide an update on the new assessment tax 
on recreational vehicles. 


The Minister of Finance respond to the government’s election promise 
to uphold the hard cap and work with small business on the property 
tax situation. 


The government restore the provincial sales tax rebate for Energy Star 
appliances (i.e., energy efficient fridges, freezers, washers and dryers). 


The Minister of Finance consider the elimination of provincial sales 
tax on building materials that improve energy efficiency and 
conservation, including insulation and windows and furnaces that meet 
Natural Resources Canada energy efficiency standards. 


The government not privatise important public assets such as the 
LCBO, OPG or TVO to deal with a short-term deficit. 


The government keep its promise to establish a community transition 
fund to help farmers move away from growing tobacco, and announce 
specific funding levels. 


. The Finance Minister increase funding for agriculture in the 2005-06 


budget. 


The Ministry of Community and Social Services investigate permanent 
funding for early intervention services for children with visual 
disabilities, and review the deaf-blind intervener program. 


The government exempt low-emission, alternatively fuelled vehicles 
from the Drive Clean program. 


The Ministers of Finance and of Health and Long-Term Care consider 
providing in the budget specific funding (including a growth 
adjustment) for multi-site hospitals, as well as specific and separate 
funding for the teaching programs offered in affiliation with the 
University of Toronto School of Medicine at Lakeridge Health Port 


Perry. 
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lie 


16. 


NOE 


The Minister of Health review the regulations affecting the scope of 
practice of audiologists, and implement their plan re: requiring a 
physician’s referral prior to an audiologist’s examination. 


The Minister of Health work with the federal drug therapeutics 
committee to streamline the drug approval process, thereby enhancing 
access to new drugs, while eliminating duplication and improving 
patient outcomes. 


The government consider changing the Regulated Health Professions 
Act and optometrists’ scope of practice so that they might prescribe 
therapeutic pharmaceutical agents, otherwise known as TPAs. 


The Minister of Finance include in the budget funds for a province- 
wide Better Buildings Partnership program, based on the program in 
place in Toronto for the past eight years. 


The government continue in its 2005-06 budget to freeze all regulated 
and de-regulated college and university programs as well as ensure 
that funding is sufficient to compensate for the tuition freeze and to 
implement the Rae Commission’s recommendations for 2005-06. 


The government consider the Durham College and University of 
Ontario Institute of Technology (UOIT) request for special capital 
infrastructure funding. 
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The following organizations and individuals made written and/or oral 
presentations to the Standing Committee on Finance and Economic Affairs during 


its 2005 pre-Budget consultations. 
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Abbott Laboratories Limited 

Sandy Acchione 

Advocacy Centre for Tenants Ontario 


Ajax Pickering Board of Trade 
Algoma Chiropractic Association 


Algoma Community Legal Clinic 
Algoma University College 


Algonquin College 


Magda Allen 
Alliance to End Homelessness 


Anglican Church of Canada, Toronto 
Diocese 


Association of Colleges of Applied Arts 
and Technology of Ontario 


Association of Designated Assessment 
Centres 


Association of Municipalities of Ontario 
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Cambrian College 
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Cambrian College Students’ 
Administrative Council 


Canada’s Association for the Fifty-Plus- 
Georgian Bay Chapter 


Canada’s Research-Based 
Pharmaceutical Companies 


Canadian Association for the Fifty-Plus 
Canadian Bankers Association 


Canadian Federation of Independent 
Business 


Canadian Federation of Students 


Canadian Federation of University 
Women -— Ontario Council 


Canadian Institute of Public and Private 
Real Estate Companies 


Canadian Life and Health Insurance 
Association 


Canadian Manufacturers and Exporter 


Canadian Mental Health Association, 
Toronto Branch 


Canadian Mental Health Ontario 
Canadian National Institute for the Blind 


Canadian Natural Gas Vehicle Alliance 


Canadian Pensioners Concerned 
Canadian Taxpayers Federation 


Canadian Union of Public Employees, 


Ontario Division 


Canadian Urban Transit Association 
Canadian Wind Energy Association 


Cataraqui Region Conservation Authority 


Cataraqui Trail Management Board —-A 


Committee of the Cataraqui Management 


Authority 


Date 
11-Jan-05 


17-Jan-05 


18-Jan-05 


19-Jan-05 


19-Jan-05 


12-Jan-05 


19-Jan-05 


20-Jan-05 


18-Jan-05 


13-Jan-05 


oh 


Hansard URL of Testimony 


http://www.ontla.on.ca/hansard/committee 


debates/38_parl/session1/finance/F035.htm 
#PARA333 


Written submission 


http://www.ontla.on.ca/hansard/committee 


debates/38_parl/session1/finance/F038.htm 
#PARA9Q39 


Written submission 
Written submission 


http://www.ontla.on.ca/hansard/committee 


debates/38_parl/session1/finance/F039.htm 
#PARA341 


Written submission 


Written submission 


http://www.ontla.on.ca/hansard/committee 


debates/38_parl/session1/finance/F040.htm 
#PARA801 


Written submission 


Written submission 


Written submission 


Written submission 


http://www.ontla.on.ca/hansard/committee 


debates/38_parl/session1/finance/F040.htm 
#PARA224 


http://www.ontla.on.ca/hansard/committee 


debates/38_parl/session1/finance/FO36.htm 
#PARA882 


Written submission 


http://www.ontla.on.ca/hansard/committee 


debates/38_parl/session1/finance/F040.htm 
#PARA112 


http://www.ontla.on.ca/hansard/committee 


debates/38_parl/session1/finance/F041.htm 
#PARA214 


Written submission 


http://www.ontla.on.ca/hansard/committee 


debates/38_parl/session1/finance/F039.htm 
#PARA33 


http://www.ontla.on.ca/hansard/committee 


debates/38_parl/session1/finance/F037.htm 
#PARA210 


Written submission 


40 


Name of Organization or Individual 


Catholic District School Board of Eastern 
Ontario 


Centre 507 


Centre de Santé Communautaire de 
Sudbury 


Centre for Addiction and Mental Health / 
Canadian Mental Health Association / 
Ontario Federation of Community Mental 
Health and Addiction Programs 


Centre for Biopharmaceutical 
Manufacturing 

Certified Management Accountants of 
Ontario 

Child Care Action Network of Ottawa 


Child Care Resources 


Citizen Advocates for Public Education 


City of Greater Sudbury 


City of Kingston 


City of London 


City of Pickering 


City of Sault Ste. Marie 


City of Timmins 
Civil Rights in Public Education 
CLT Canada 


College of Physicians and Surgeons of 
Ontario 


College Student Alliance 
Conservation Ontario 
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11-Jan-05 


12-Jan-05 


11-Jan-05 


13-Jan-05 


17-Jan-05 


20-Jan-05 


10-Jan-05 


19-Jan-05 


17-Jan-05 


Hansard URL of Testimony 


Written submission 


Written submission 


http://www.ontla.on.ca/hansard/committee 


debates/38_parl/session1/finance/F035.htm 
#PARA297 


http://www.ontla.on.ca/hansard/committee 


debates/38 _parl/session1/finance/F041.htm 
#PARA37 


http://www.ontla.on.ca/hansard/committee 


debates/38 _parl/session1/finance/F036.htm 
#PARA393 


Written submission 


http://www.ontla.on.ca/hansard/committee 


debates/38_parl/session1/finance/F036.htm 
#PARA439 


http://www.ontla.on.ca/hansard/committee 
debates/38_parl/session1/finance/F035.htm 
#PARA396 


http://www.ontla.on.ca/hansard/committee 


debates/38_parl/session1/finance/FO36.htm 
#PARA612 


http://www.ontla.on.ca/hansard/committee 


debates/38_parl/session1/finance/F035.htm 
#PARA78 


http://www.ontla.on.ca/hansard/committee 


debates/38_parl/session1/finance/F037.htm 
- PARA32 


http://www.ontla.on.ca/hansard/committee 


debates/38_parl/session1/finance/F038.htm 
#PARA39 


http://www.ontla.on.ca/hansard/committee 


debates/38_parl/session1/finance/F041.htm 
#PARA636 


http://www.ontla.on.ca/hansard/committee 


debates/38_parl/session1/finance/F034.htm 
#PARA144 


Written submission 
Written submission 
Written submission 


http://www.ontla.on.ca/hansard/committee 


debates/38_parl/session1/finance/F040.htm 
#PARA630 


Written submission 
http://www.ontla.on.ca/hansard/committee 


debates/38_parl/session1/finance/F038.htm 
#PARA811 


Name of Organization or Individual 


Cooperative Housing Federation of 
Canada — Ontario Region 


Core Animation 


Howard Coultrup 
Council of Academic Hospitals of Ontario 


County of Middlesex 


Courtland Industrial Sales 
Credit Valley Conservation 
Dieticians of Canada 
Disabled and Proud 


Don Drummond, TD Bank 


Driving School Association of Ontario 
Dufferin Capital Corporation 


Durham College and University of Ontario 
Institute of Technology 


Education Quality in Ontario 


Elementary Teachers Federation of 
Ontario, Durham Local 


Elementary Teachers’ Federation of 
Ontario 


Elementary Teachers’ Federation of 
Ontario, Algoma 


Elementary Teachers’ Federation of 
Ontario, Limestone 


Elementary Teachers’ Federation of 
Ontario, Thames Valley 


Employment Standards Working Group 
and Toronto Organizing for Fair 
Employment 
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Fair Air Association 


Family Service Ontario 
Family Services a la famille Ottawa 


Fanshawe College 


Faskin Martineau 
Film Ontario 


Irene Fuksa 


Maurice Gabay — President OPSEU, 
LOCL 599 | 


Harold Geltman 


Greater Kitchener Waterloo Chamber of 
Commerce 


Greater Oshawa Chamber of Commerce 
Greater Toronto Hotel Association 
Group Health Centre 

GTA/905 Healthcare Alliance 


Hummingbird Centre 


Huron Superior Catholic District School 
Board 


Nadir Husani 
Income Security Advocacy Centre 


Insurance Bureau of Canada 
A. Bradley Jutzi 
Ira Kagan / Greenspace Consulting 
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North American Insulation Manufacturers 
Association Canada 


Northwoods Cottage Association 


Ongwanada 
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Ontario Association of Children’s Aid 
Societies 
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Ontario Association of Optometrists 
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Ontario Corn Producers’ Association 


Ontario English Catholic Teachers 
Association 


Ontario Federation of Agriculture 


Ontario Federation of Labour 


Ontario Finnish Resthome Association 


Ontario Flue-cured Tobacco Growers’ 
Marketing Board 


Ontario Forest Industry Association 
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Ontario Homes for Special Needs 
Association 
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Ontario Long Term Care Association 


Ontario Municipal Social Services 
Association 


Ontario Nurses’ Association 
Ontario Physiotherapy Association 


Ontario Public School Boards’ 
Association 


Ontario Public Sector Employees Union, 
College Support Staff Division 


Ontario Public Service Employees Union 


Ontario Public Service Employees Union 
— Colleges of Applied Arts & Technology 
Division 

Ontario Public Service Employees Union, 
Central Employee Relations Committee 


Ontario Public Service Employees Union, 
Local 348 


Ontario Restaurant, Hotel and Motel 
Association 


Ontario School Counsellors’ Association 


Ontario Secondary School Teachers’ 
Federation 


Ontario Secondary School Teachers’ 
Federation — District 11, Thames Valley 


Ontario Secondary School Teachers’ 
Federation — District 27 


Ontario Secondary School Teachers’ 
Federation — Ottawa-Carleton District 25 


Ontario Secondary School Teachers’ 
Federation District 13 


Ontario Sewer and Watermain 
Construction Association 


Ontario Social Housing Network 
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Name of Organization or Individual 
Ontario Trails Council 


Ontario Undergraduate Student Alliance 


Ontario Volunteer Emergency Response 
Team 


Organization of Book Publishers of 
Ontario 


Ottawa and District Labour Council 


Ottawa Carleton Elementary Occasional 
Teachers’ Association 


Ottawa Carleton Elementary Teachers’ 
Federation 


Ottawa Centre for Research and 
Innovation 


Ottawa Child Care Association 


Ottawa Community Immigrant Services 
Organization 


Ottawa Hospital 


Ottawa-Carleton Catholic District School 
Board 


Ottawa-Carleton District School Board 
Rick Pereira 


Pickering Ajax Citizens Together for the 
Environment 


John Pickett 
Sandi Pniauskas 


Douglas Pooley 


Provincial Council of Women of Ontario 
C.A. Rahn 
Railway Association of Canada 
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17-Jan-05 


47 


Hansard URL of Testimony 


http://www.ontla.on.ca/hansard/committee 


debates/38_parl/session1/finance/F037.htm 
#PARA393 


Written submission 


http://www.ontla.on.ca/hansard/committee 
debates/38_parl/session1/finance/F041.htm 


#PARA865 


Written submission 


http://www.ontla.on.ca/hansard/committee 


debates/38_parl/session1/finance/FO36.htm 
#PARA253 


http://www.ontla.on.ca/hansard/committee 


debates/38_parl/session1/finance/F036.htm 
#PARA327 


http://www.ontla.on.ca/hansard/committee 


debates/38_parl/session1/finance/F036.htm 
#PARA353 


http://www.ontla.on.ca/hansard/committee 


debates/38_parl/session1/finance/F036.htm 
#PARA178 


http://www.ontla.on.ca/hansard/committee 


debates/38_parl/session1/finance/F036.htm 
H#PARA844 


http://www.ontla.on.ca/hansard/committee 


debates/38_parl/session1/finance/F036.htm 
#PARA650 


http://www.ontla.on.ca/hansard/committee 


debates/38_parl/session1/finance/F036.htm 
#PARA138 


Written submission 


Written submission 
Written submission 


http://www.ontla.on.ca/hansard/committee 
debates/38_parl/session1/finance/F041.htm 
#PARA905 


Written submission 


http://www.ontla.on.ca/hansard/committee 


debates/38_parl/session1/finance/F041.htm 
#PARA566 


http://www.ontla.on.ca/hansard/committee 


debates/38_parl/session1/finance/F038.htm 
#PARA561 


Written submission 
Written submission 
Written submission 


48 


Name of Organization or Individual _ 
Registered Nurses Association of Ontario 


Registered Practical Nurses Association 
of Ontario 


Retail Council of Canada 

Rideau Valley Conservation Authority 
Royal Ottawa Health Care Group 
Sault Area Hospital 

Sault College 


Schedule Five Physiotherapy Clinics 
Association 


Sherbourne Health Centre 
Sherwood Manor 


Sisters of Charity Health Service 
Sisters of Providence of St. Vincent de 
Paul 


St. Lawrence College 


St. Stephen’s Community House 
St. Thomas-Elgin General Hospital 


Susan Smith 


Thames Valley District School Board 
Together in Education 


Toronto Board of Trade 
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Name of Organization or Individual 
Toronto Disaster Relief Committee 


Toronto Office Coalition 
Toronto Parent Network 


Town of Whitby 


Township of Frontenac Islands 


United Steelworkers of America 


United Ways of the Greater Toronto Area 


University of Toronto 


University of Western Ontario / Council of 
Ontario Universities 


Valuing Independence Through Active 
Lives 


Waterfront Ratepayers after Fair Taxation 
Westminster Historical Society 
Whitby Chamber of Commerce 


Whitefeather Forest Corporation — 
Pikangikum First Nation 


Wine Council of Ontario 
Wood Works 


Wyeth Canada 
York Central Hospital 
York University 
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20-Jan-05 
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LIBERAL CHANGE: UNFAIR, UNBALANCED AND UNPLANNED 
Regaining Trust, Fairness and a Strong Economic Plan 


Executive Summary: 


The Liberal government entitled their 2004 Budget ‘7he Plan for Change’, but in fact, this document 
marked the point at which the Liberals officially changed their plan. Instead of providing fair tax policy, 
a balanced budget and keeping their promises, the Liberal government slapped hard-working Ontarians 
with a $2.6 billion regressive health tax, committed to adding $10 billion to the provincial debt and 
threw away any plans for a sustainable economic future for our province. 


Unfortunately, the outlook for the upcoming 2005 Ontario Budget is no better for the people of Ontario. 


The Liberal government has done nothing to control spending across government, and a record $7 
billion in increased taxes over the past year has resulted in stagnating economic growth and thousands of 
lost jobs. Recent reports show that employment has plummeted by 212,000 since the implementation of 
the regressive health tax in July 2004, and economic experts indicate that the government’s current 
agenda will in fact see over $38 billion added to the provincial debt by 2010. 


In addition, our most cherished public services are facing an epic crisis at the hands of this government. 
Teachers are voting in favour of strike action across the province, 8,500 front-line health care workers 
will lose their jobs in the coming year, our agricultural sector is teetering on the verge of bankruptcy and 
Ontario’s doctors are resorting to unprecedented labour action. 


Ontario cannot afford this brand of Liberal change any longer. 


The Official Opposition is calling upon the government to take immediate action to ensure that the 
viability of our economic future is restored, and that vital services that all Ontarians rely upon are 
preserved for generations to come. 


The Official Opposition demand that the Minister of Finance respect the following principles during the 
preparation of the 2005 Ontario Budget: 


e The Liberal government must create a realistic, attainable plan to balance the budget as quickly 
as possible. 

e The Liberal government must respect the financial circumstances of low and middle income 
Ontarians and must cease their regressive taxation measures, including the Ontario Health 
Premium. 

e The Liberal government must adhere to the principles of the Canada Health Act and ensure fair 
and equal access for all Ontarians to vital health care services. 

e The Liberal government must immediately cease its aggression toward our valued health care 
workers and negotiate a sustainable, long-term deal with Ontario doctors. 

e The Liberal government must ensure that vital front-line health services in our hospitals are not 
compromised by their inability to negotiate with hospitals and stop the lay-off of 8,500 nurses 
and staff. 

e In all areas, the Liberal government must start governing in an open, honest and accountable 
manner. 


Starting today, the Liberal government must put aside its reckless agenda and start working to regaining 
trust, fairness and develop a strong economic plan for the Province of Ontario. 
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Introduction: 


At the outset of this dissenting report, it should be noted that the current fiscal situation in Ontario does 
not come as a surprise to members of the Official Opposition. Following the pre-budget consultations 
for the 2004 Ontario Budget, the Dissenting Report from the Progressive Conservative Party of Ontario 
warned the Liberal government that increasing taxes would not have the desired effect. Ontario would 
see a decline in services, lost jobs and stagnant economic growth — not to mention a decline in our 
attractiveness to foreign investment. The 2004 Dissenting Report of the Official Opposition stated: 


The fiscal agenda of this government is one that will eliminate Ontario’s competitive advantage, 
and one that will drive business investment and jobs into neighbouring jurisdictions that offer 
lower tax rates and a more attractive business environment. 


The tax system being created by the Liberal government will create a significant barrier to 
investments, and erode our ability to improve productivity and adopt new technologies. Rather 
than adopting policies that create a competitive advantage, the Liberal government is pursuing 
tax policies that create disincentives for investment. 


The Liberal government will argue that higher taxes help pay for some important public 
services, but the inevitable loss of jobs and investment will far outweigh any short-term 
advantage gained through these reckless tax policies... 


Our standard of living will be significantly compromised in this decade if the Liberals continue 
to press forward with their reckless tax hike agenda. Ontario cannot afford to veer from a 
course of tax reductions in the near future. Instead, the position of the Official Opposition is that 
the upcoming budget should introduce new tax reduction measures that would improve our 
productivity, competitiveness and incomes measurably. 


The Official Opposition dissents completely with any taxation measure that increases the burden 
on our employers, our workers, our families, or our economy.’ 


Despite these concerns being expressed, 
the Liberals chose to increase taxes in 
Ontario by $7 billion during their first 
year in office. Of course the highlight of 
the new Liberal taxation regime is the 
$2.6 billion regressive health tax that was 
levied on all hard working Ontarians 
starting in July 2004. It is more than 
coincidence that since the time this 
punishing tax started to be collected, 
employment has plummeted by 212,000. 
This is just one of the economic indicators 
that illustrate the detrimental impact the oe were on Foe mae" a” ada” Sep” Os One aoe ST 
Liberal government’s fiscal agenda is nt ‘ ' Month ? 

having on the Ontario economy. i 2 aa aN ub at ani eee 


Ontario Unadjusted Employment (Oct 2003 - Jan 2005) 
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' Maintaining the Ontario Advantage’, 2004 Official Opposition Pre-Budget Dissenting Report 
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During the past year we have seen housing starts decline, more single-employable people entering the 
welfare system, and the provincial debt grow at a rate of $100 each and every second. As a result, 
Ontario has entered into a period of economic decline and concerns are being voiced that a recession 
could strike Ontario in the near future if there are not some dramatic changes to our economic 
conditions. 


Bad Economic Indicators 


The Liberals have already raised taxes by $7-billion and Ontario is starting to pay the price for their 
reckless tax and spend agenda. 


The province has lost over 25,000 jobs since the Liberals took office in October 2003. 
(Source: StatsCan Labour Force Survey, Unadjusted Employment Data — Oct. 2003 & Jan. 2005) 


The number of single, employable people on welfare has increased by 4% since the Liberals took office. 
(Source: Ministry of Community and Social Services, Ontario Works Caseload Stats — December 2004) 


Housing starts are projected to drop by almost 20,000 units by 2007. 
(Source: Conference Board of Canada, Ontario Economic Indicators — Dec. 13, 2004) 


The Liberal government is adding $100.00 per second to the provincial debt. 
(Source: 2004 Ontario Budget) 
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A Province in Decline 


The fiscal imbalance heading into the 2005 Budget should be of great concern to all Ontarians. The 
Liberal government took office in October 2003 on the back of an election platform that promised 
balanced budgets, no new taxes, and a strong economic climate that would allow for investments in vital 
public services and attract new investments to our province. As this government approaches its second 
budget, taxes are up by $7 billion, the provincial deficit is approaching $6 billion for the current year, 
the debt is ballooning at a rate of $100 per second, thousands of jobs have been lost and our health care 
system is in total chaos. 


The Liberal government has failed to live up to the commitments it made to the people of Ontario during 
the fall of 2003, and in doing so, it has managed to destroy any faith or trust that people had in their 
elected officials. This is no more evident than in recent polling data regarding Premier McGuinty’s 
public image. When asked what people like about the current Premier, 22.6% of people stated they 
liked nothing about Mr. McGuinty. When asked what they dislike, 41% of those asked responded, ‘he 
lied.’ 


Without question the Liberal government is struggling to make ends meet after setting expectations for 
program spending at a level unattainable by any government. In the 2004 Pre-Budget Dissenting Report 
from the Official Opposition, concerns were raised that the Liberal government was suppressing a 60- 
page document that outlined the projected costs of their election promises. 


In September 2004, the Official Opposition was finally granted access to this document by the Ontario 
Information and Privacy Commissions despite the Liberal government’s efforts to have this document 
suppressed through the Freedom of Information process. The document shows that the Liberals made in 
excess of $11 billion in promises to the people of Ontario during the 2003 election. 


The public’s lack of trust and the government’s proven inability to manage the finances of the province, 
have led the Liberals to yet another crossroad. The 2005 Budget will not be about repairing the damage 
that has been done, it will be an attempt to limit the ongoing damage that this government is intent to 
inflict upon our once strong economy. 


a) Ontario’s Competitiveness 


It is not only the opinion of the Official Opposition that Ontario is less competitive today, under the 
watch of the Liberal government. There was clearly consensus among the economists brought forward 
by all three parties during the pre-budget consultations, that productivity in Ontario is in decline and the 
marginal tax rates in our province have destroyed our competitive advantage. 


Information presented to the Committee by both Don Drummond, Senior Vice President and Chief 
Economist for TD Bank Financial Group, and Jack Mintz, President and CEO of the C.D. Howe 
Institute, show that Ontario’s marginal effective tax burden is almost double that seen in the United 
States. 


It is clear that the Liberal tax hike agenda renders Ontario at a competitive disadvantage. As pointed out 
by the Official Opposition and expert witnesses one-year ago, raising taxes cripples our ability to attract 
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and create jobs. It also means a loss in foreign investment and much needed capital for expansion of 
business in Ontario. 


The Official Opposition, once again, calls upon the government to reduce the tax burden on both 
individuals and their employers in order to make Ontario more competitive. Furthermore, the 
government should live up to its renewed pledge from the Premier and the Minister of Finance to not 
raise taxes or implement any new taxation measures in the 2005 Budget. 


Mr. Mintz agrees: “If Ontario were a low tax jurisdiction in North America, tax increases would be 
sensible to consider. But, Ontario is not fiscally competitive at all...Ontario has little room to increase 
taxes with out impairing its economic prospects further. If anything, further cuts to taxes to improve the 
climate for investments is warranted if Ontario is to enjoy better economic growth in the future.” 


The previous Progressive Conservative government left Ontario’s economic foundation strong - 
businesses were more competitive than ever before, inflation was in check, and after-tax incomes 
were rising. Ontario had a strong and resilient economy that would have ensured that Ontario 
remained the best place in the world to live, work, invest and raise a family. 


Hleincentiveatoninuestmane Since then, the Liberals have turned back the 
Liberal Tax Hikes on Ontario Employers clock and made Ontario the one of the most 
Daan slokoriiueochnie: heavily taxed jurisdictions in North America. 
Logging Companies One has only to look at where tax rates for 


Ontario’s job creators would be today under 
the previous government’s agenda, and 
compare them to the current rates following 
the Liberal government’s punishing tax hikes. 


The situation is equally as bleak for hard- 
working, middle-income earners in Ontario. 
These are the very people who have felt the 
greatest wrath of the regressive health tax 


Current Liberal PC Government Current Liberal PC Government 


Saas hela apa Riaiore implemented by the Liberal government in the 
2004 Budget. An individual earning between 
$30,000 and $45,000 per year, will see as much as 80-cents of each incremental dollar they earn go 
directly to the government in the form of income taxes. 


Mr. Drummond goes further to point out that in some instances, this situation can mean “that work 
brings an effective loss in the standard of living.”* This is the environment that the Liberals have 
created for the hard working people of our province, and the Official Opposition dissents completely 
with any measure that creates a disincentive for Ontarians to work. 


It must not be forgotten that it takes a strong and growing economy to sustain and improve public 
services over time. To create jobs, to raise incomes and to provide the tax base necessary to fund first- 
class public services, Canadian and foreign investors must be convinced that this is a great place to build 


> Jack Mintz, ‘Between a Rock and a Hard Place: Ontario's Budget Making Reality’ — January 18, 2005 
* Don Drummond, Hansard - 2005 Ontario Pre-Budget Hearings — January 18, 2005 
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and expand enterprises. Without a thriving economy as the foundation, all of our dreams of social 
progress will not be realized. 


In developing their fiscal framework, the Liberal government has failed to recognize that in order to 
have a competitive economy that will attract business investment and jobs, one must look beyond simple 
income tax rates and explore solutions to other tax disadvantages in our province, such as lower 
depreciation allowances than are provided south of the border; lower inventory cost deductions; higher 
capital taxes; sales taxes on capital inputs; and higher labour costs such as health care subsidies, payroll 
taxes and workers compensation benefits.’ All of these issues of taxation collectively contribute to the 
effective tax rate. | 


Obviously, the fiscal agenda of this government is one that will eliminate Ontario’s competitive 
advantage, and one that will drive business investment and jobs into neighbouring jurisdictions that offer 
lower tax rates and a more attractive business environment. 


Again, the Official Opposition dissents completely with any taxation measure that increases the burden 
on our employers, our workers, our families, or our economy. 


b) Reckless Spending and the Growing Liberal Deficit 


The Official Opposition remains extremely concerned with the reckless fiscal agenda that has been set 
by this government. The 2004 Budget marked the point at which the Liberal government effectively | 
changed the plan they laid out to voters prior to the 2003 election. Gone were the promises to hold the 
line on taxes, to balance the budget and to not add to the debt. Welcomed into the fold were the 
regressive health tax, deficits for 4-consecutive years and $10 billion in new provincial debt under the 
Liberal watch. 


As a result of this cavalier attitude, the Liberal government has created a gross fiscal imbalance that will 
be impossible to correct over the short-term so long as the Premier and other government leaders refuse 
to show any leadership and make tough financial decisions. 


The 2004 Budget forecasted an annual increase in expenditures of only 1.9 percent over the next three 
years. However, the inflation and population growth are rising at a combined rate of approximately 3 
percent over that same time frame. The result is a fiscal imbalance that will require the government to 
abandon any intention it claims to have to balance the budget during the next three years. 


In recent weeks it has been indicated in the media that the government is in fact preparing to forgo any 
effort to resolve this imbalance and abandon its attempts to level the books of the province. While the 
Official Opposition refuses to advocate any position that increases the financial burden that the 
government wishes to place on the backs of our children and grandchildren, it should also be noted that 
this recent revelation is due to the Liberal government being caught in the midst of an accounting trick. 


* Jack Mintz, CEO, CD Howe Institute, Assessing Ontario’s Fiscal Competitiveness: p. 2. 
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The 2004 Budget claimed that the government would be in receipt of $3.9 billion in revenue by virtue of 
the elimination of a liability for non-utility generator power purchase agreements in 2004-05. The 
Official Opposition has always questioned the appropriateness of the accounting treatment the Liberal 
government has proposes for this transaction, and is not surprised to discover that a $4 billion crater has 
been drilled into the provincial books. 


According to Douglas R. Smith, in his article entitled Accounting and the Law, Part Two: Ten Common 
Ways Financial Statements Are Manipulated, “Revenue should only be booked when a bona fide sale 
has been made and payment has been received or a legitimate receivable is due.”’ Clearly, the 
elimination of a liability does not fall into this definition. This point is further exasperated by the fact 
that any revenue that may be generated by the government by virtue of this policy will not be completely 
received until the year 2048. 


TD Bank also questions the Liberal government’s use of accounting trickery to book $3.9 billion of 
phantom revenue: “while Ontario is expected to beat its deficit target of $2.2 billion by only a small 
margin — that is, provided that a one-time $3.9 billion revenue windfall that was booked in the current 
fiscal year, and which is currently being looked at by the provincial auditor, goes through.’ 


The Official Opposition opposes the Liberal government’s use of this accounting trickery in an effort to 
disguise the fact that the provincial debt is in fact increasing exponentially under the Liberal watch. 


Further to the issues surrounding the $3.9 billion slight-of-hand being attempted by the Liberal 
government, economists have also noted the fiscal imbalance that has been created through reckless 
economic policy. Jack Mintz notes “it is hard to see how spending increases beyond 2 percent can be 
accommodated without giving up on a fiscal plan to balance the budget by 2007.” 


This reality has been recognized by economists at the TD Bank, whose recent projections show that the 
Liberal governments current agenda will add $37.8 billion to the provincial debt by the year 2010 is no 
significant policy action is taken. That is approximately $30 billion more than the combined debt of all 
other Canadian provinces and territories over that same time frame. 


Wage Pressures: 


The frightening reality is that the Liberal government is aware of this gross imbalance, yet it continues 
to refuse to address some of the significant cost pressures that exist on the horizon. For example, as 
recently as the 2004 Fall Economic Statement, the Liberal government acknowledged that there exist 
significant wage pressures in Ontario that must be resolved in the coming months. 


The Liberal government has no plan to address the pressures that these wage settlements will create for 
the provincial finances. Instead, they have chosen wage war with Ontario’s doctors and nurses and force 
Ontario’s teacher to launch virtually unanimous strike votes across the province. 


> Douglas R. Smith, ‘Accounting and the Law, Part Two: Ten Common Ways Financial Statements Are Manipulated’ — 
Centre for Continuing Education 

° TD Economics, ‘5-Year Fiscal Outlook for Canadian Governments’ — F. ebruary 18, 2005 

” Jack Mintz, ‘Between a Rock and a Hard Place: Ontario's Budget Making Reality’ — January 18, 2005 
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Cost of 1% 
Sector salary increase Size of Sector 


OHIP Payments to Physicians $58 million*® = Over 21,000 physicians in Ontario, comprising 
10,000 family doctors and 11,000 specialists. 


Hospital Nurses $34 million* Over 40,000 nurses in hospitals. 


Elementary and Secondary School Staff $119 million™ Over 180,000 staff including teachers, 
principals, administrators, support and 
maintenance staff. 


Ontario Public Service $45 million* Over 60,000 public servants. 


* Based on 2003-04. 
** — One per cent increase to salary benchmarks in Grants for Student Needs based an 2004-05 school year. 


(Source: 2004 Ontario Economic Outlook and Fiscal Review) 


The Official Opposition condemns the Liberal governments attitude towards our valued public sector 
employees. We recognize that government must continue to find ways of offering services that the 
people of Ontario depend on and deliver these services in an efficient and effective manner. 


This job cannot be accomplished without the partnership of the professionals and experts who work for 
the government’s public service partners. Whether they be doctors, nurses, teachers or one of the 
thousands of dedicated individuals working in the Ontario Public Service, these are the individuals who 
ensure that the delivery of government service is effective, efficient and in the best interest of the 
average Ontarian. 


It is the responsibility for elected officials to work hand-in-hand with the public service, and make them 
willing partners in the government’s efforts to deliver core services to Ontarians who need them the 
most. The Premier himself has recognized that this is matter of grave concern. “To protect and improve 
public services, to protect existing jobs and add more jobs, we are asking our public-sector partners to be 
reasonable and responsible at the bargaining table. We've got to do more than just increase wages. 
We've got to be able to find a way to hire more nurses, more doctors, more teachers and create more 
training opportunities for skilled trades people.”® 


As the government moves forward, it must ensure that any investments made into programs such as 
health care, education and social services, are targeted directly at the delivery of these services and not 
to over-inflated salaries and governance. This does not mean that our public service partners must go 
without reasonable increases to their wages and benefits, but our province cannot afford increases that 
are not kept in line with the rate at which our financial base is growing. 


As in the Dissenting Report from the 2004 Pre-Budget process, the Official Opposition recommends that 
the Minister of Finance, as part of the 2005 Ontario Budget, limit all future salary awards with the 
government public sector partners to a maximum of the rate of inflation. This would ensure fair and 
equitable wage increases for all of our partners, while at the same time, ensure that adequate funding is 
available to increase the level of service being provided to Ontarians. 


8 Dalton McGuinty, Canadian Press, February 11, 2004. 
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Jack Mintz also presents this as an option for the government to assist in controlling expenditures in the 
2005 Budget: “Holding the line on salary increases and transfers to public bodies a 2 percent could be 
one strategy.” 


This is just a single example of how the Liberal government has failed to develop a sound plan for the 
future of the Ontario economy. Despite their recognition of various financial pressures, the Liberal 
government has identified no means by which to accommodate them. 


Spending Out of Control: 


Despite the existence of these pressures and the acknowledgement of the Liberal government that some 
sort of fiscal restraint is required, provincial spending has continued to skyrocket. 


Following their election in 2003, the Liberals spent a massive amount of political capital to create a 
notional deficit as a means to tar the reputation of the previous government. Despite the claims of the 
Liberal government that their hands were tied by a fiscal and structural deficit, they proceeded to make 
$4 billion worth of spending announcements in the six short months leading up to the 2004 budget. 


This absolute lack fiscal restraint has characterized the Liberal government’s entire tenure in office. The 
2004 Budget contained a fiscal agenda that included four consecutive deficits for the province of 
Ontario. The Liberal government told Ontario taxpayers that this was due to the situation they were 
handed when they took office, but the harsh reality is that these deficits exist because the Liberals are 
desperate to find a means to satisfy even a small portion of the $11 billion worth of campaign promises 
that they made. 


By casting aside the notion of balanced budgets and fiscal accountability, the Liberal government has set 
the stage for a return to the tax-and-spend fiscal policies that characterized the previous administrations 
of Bob Rae and David Peterson through the late 1980s and early 1990s. 


Fortunately, in recent weeks the veil has started to come off the Liberal government’s political agenda 
and Ontarians are getting a true glimpse of the impact this incompetence is having on the province’s 
economy. 


By the end of the third quarter of the 2004/05 fiscal year, the Liberal government had already exceeded 
its spending expectations by over $600 million. This despite slowed economic growth and a reduction 
in the forecast amount of taxation revenue received by the province. 


The Official Opposition condemns the lack of fiscal accountability displayed by the Liberal government. 
We continue to call upon the Premier and the Minister of Finance to assume responsibility for the fiscal 
situation they find themselves, and begin to make some of the tough decisions necessary to achieve a 
balanced budget and provide the vital services Ontarians require most. 


” Jack Mintz, ‘Between a Rock and a Hard Place: Ontario’s Budget Making Reality’ — January 18, 2005 
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Investments in Vital Services 


While the Official Opposition recognizes that the current state of Ontario’s health care system is 
unsustainable over the long-term, and the need to work towards fundamental reforms, we completely 
dissent with the irresponsible measure that have been undertaken by the Liberal government. 


The previous Progressive Conservative government understood that Ontarians need the security of 
knowing that when their family members require health care, it will be available when and where they 
need it. 


Universal access to excellent health care is one of the most important measures of the quality of people’s 
lives, and the most essential service government can provide is a world-class, publicly-funded health 
care system. That’s why after 1995, we increased annual funding for health care by $10 billion, despite 
the continuing lack of fair health care funding from the federal Liberals. 


In 2003, the former government invested $28 billion into health care, almost half the total provincial 
budget, to meet the needs of our growing and aging population, and the demands for new and more 
expensive drugs and medical technologies. 


Clearly, the Liberal government does not share these principles. The 2004 Budget brought forward by 
the Liberal government removed public funding for vital health services such as physiotherapy, eye 
exams and chiropractic care. These health care programs are vital to the health and well being of 
thousands of Ontarians, but are now inaccessible for many. 


In exchange for eliminating access to these vital 
health care services, the Liberal government has 
also begun to charge hard working Ontarians an 
omnibus health tax under the guise of improving 
the system for one and all. The reality is that 
health care in Ontario today is worse than when 
the Liberals first took control of the system only a 
year and a half ago. 


Health Premium a one-time boost to revenue 

An analysis of the structure of the new Health 
Premium indicates that, because it is only partially 
indexed to the growth in public health-care 


expenditures, it represents a onetime raising of the 


floor for base revenue that will not keep up with 
trends in health-care costs and, thus, will only delay 
the inevitable non-sustainability of health-care 
financing under the current public model. 

(Source: “Paying More, Getting Less”, Fraser Institute- 


July 2004) 


The Liberal government has spent the bulk of 
their time in office creating an atmosphere of fear and anxiety within the Ontario health care system. 
They have declared war with Ontario’s doctors, nurses and hospitals, instead of forging the valuable 
partnerships that are required to guide health care into the future. 


The current Liberal agenda will see 757 nurses receive pink-slip before the end of the year, and 
according to the Ontario Hospital Association, another 8,700 positions will be cut in 2005/06 because 
the Liberal government refuses to provide sufficient funding for our hospitals. 


Ontario’s doctors are also being punished by the Liberal government and continue to work without a 
contract. This confrontation resulted in the first doctor labour stoppage time in close to 20 years. A 
group of doctors recently took take job action, holding a one-day meeting and forcing hundreds of 
elective surgeries to be cancelled across Ontario. The action comes as a result of little movement in 
negotiations with the government and continued uncertainty across the health care sector. In fact, the 


Standing Committee on Finance and Economic Affairs 
2005 Pre-Budget Consultation: Progressive Conservative Dissenting Report (Official Opposition) 


Page 12 


LIBERAL CHANGE: UNFAIR, UNBALANCED AND UNPLANNED 
Regaining Trust, Fairness and a Strong Economic Plan 


government has said it will carry on imposing its poorly planned changes without the support of doctors, 
hospitals, and nurses. The question is, where does this leave patients? 


Meanwhile, more than two months have passed since the Legislature adjourned for Christmas, and the 
hospital funding crisis remains. Despite submitting balanced budget plans in October, hospitals around 
the province still do not have final funding figures for this fiscal year - which a little over one month 
from now. Nurses are being laid off, service and bed cuts are already underway, and our emergency 
rooms are full and in chaos. 


As already stated, the Official Opposition understands that there are significant challenges in managing 
Ontario’s health care sector. That is why during the pre-budget consultation process, we moved a 
motion for the government to strike an all-party committee to develop options for our ailing hospitals: 


I move that the Premier, the Minister of Finance and the Minister of Health review the funding of 
hospitals. Our Standing Committee on Finance and Economic Affairs, in our pre-budget 
consultations heard from hospitals across the province. They have called for multi-year funding 
as promised by the government. Hospitals told us the mandatory balanced budget process will 
mean thousands of job cuts to staff in our hospitals. The recent $200 million one-time funding is 
not a solution. 


We request that: 
(1) the government set up an all-party committee to review hospitals’ operating and capital 
budgets and examine options; and 
(2) the government and the Ministry of Health and Long Term Care introduce their plan for 
stable, multi-year funding of hospitals for a full, non-partisan debate in the Legislature."° 


This motion was defeated by the Liberal members of the Committee, clearly sending the message that 
the Liberal government will continue to diverge from its promise for a more open, accountable 
government. 


The restructuring of Ontario’s health care system is an issue that will have significant impact on our 
children, our grandchildren, and for generations to come. It is not an issue that should be taken lightly, 
or subject to the overt political whims of the Liberal government. The Official Opposition believes that 
an all-party committee, provided with the appropriate resources, can develop a long-term sustainable 
plan for the future of health care — and in particular, Ontario’s hospitals. 


The Official Opposition renews its call for the Liberal government to strike such a Select Committee, 
and to rescind its declaration of war against the very people and institutions that deliver the vital health 
care services that all Ontarians need and want. 


The answer to Ontario’s health care crisis does not lie in an omnibus health tax that is used to pay for 
new sewer systems, or in open conflict with our doctors and nurses. The answer can only be found 
through an open, accountable debate with all those who have a vested interest in the future of health care 
in this province. 


'° Official Opposition Motion, Standing Committee on Finance and Economic Affairs — January 18, 2005 
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The Liberal health care agenda is 
unsustainable. The health tax Figure 4: Projected cost of Ontario health-care premiums, 2004/05-2010/11 
introduced as a solution to the 
funding woes in the health sector 
will not achieve the desired end. 
In order for the Liberals to sustain 
their current health care agenda, 
the health premium will need to 
increase by more than 500% by the 
year 2010. As such, the Official 
Opposition also renews its call for 
the Liberal government to rescind 


this punishing, regressive taxation ash06 — aposio7. 2007/08-. 2008/09. 2008/10 20TH} 


measure and work with the Note: Projections based on holding funding for public health care to the currently budgeted 42% of all other 
opposition parties to collectively sources of revenue, Those earning less than $20,000 per year do not pay premiums. 


develop a sustainable solution for | (Source: “Paving More, Getting Less”. Fraser Institute- July 2004) 
the future funding of health care. 


Agriculture 


In addition to the current crisis in our health care system, farmers in Ontario have been under attack 
from the Liberal government for the past year. The 2004 Budget saw funding for the Ministry of 
Agriculture budget slashed by almost $130 million, including massive cuts to safety net programs. 
According to the Ontario Federation of Agriculture, the “industry of farming is in serious trouble. Farm 
incomes have been devastated by the BSE crisis, poor crop conditions, a strengthening dollar and US 
trade action on hogs, grain and oilseed prices at 25 year lows, rising costs for energy and other inputs 
and a crushing regulatory burden on farmers that shows little net benefit.” 


The Official Opposition recognizes the vital contribution that farmers and the entire agricultural sector 
make to the provincial economy. That is why the Official Opposition recommends that the Liberal 
government immediately respond to the request of the OFA for a meeting to deal head on with the 
immediate issues and to agree on solutions to sustain the industry in the short term. In their recent 
correspondence the OFA has raised several recommendations that must be discussed and considered by 
the Liberal government during the drafting of the 2005 Budget in order to ensure the future viability of 
the Ontario farm. These recommendations include: 


e Animmediate cash payment to grains and oilseeds farmers of $300 million for the 2004 crop 
price disaster, to prevent farm closures; 

A workable Production Insurance program for horticulture; 

Immediate payment of the $121 million promised by both levels of government to tobacco 
growers to start rationalizing the industry; 

A CAIS program that delivers real income support on a timely basis; 

Delay of the Nutrient Management Act to enable workable changes and realistic funding levels; 
Elimination of water taking permit fees for agricultural use; 

Postponement of Greenbelt Protection Act to enable a review of farming viability factors; and 


'' Ontario Federation of. Agriculture, Letter to Membership — February 1, 2005 
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The Fight for Equality from Ottawa 


Ontario and Alberta are the only provinces who currently do not receive equalization payments form the 
federal government. It is estimated that approximately 44% of federal revenue is generated by taxpayers 
in the province of Ontario. That means that under the current equalization agreement with Ottawa and 
the other 12 provincial and territorial governments, $700 from each and every Ontario taxpayer is used 
to subsidize programs outside of our province. The end result is an approximately $23 billion gap 
between what Ontarians contribute to the federal government in tax dollars, and what they receive in 
return in the form of government services. 


The Official Opposition agrees that Ontario should obtain a better deal with respect to equalization and 
the sharing of surplus federal revenue. However, we also believe that fairness extends beyond the 
Liberal government’s current demands for a one-time share of the existing federal surplus. A $5 billion 
injection today may stem the bleeding caused by the government’s failed fiscal agenda, but it will not 
assist in the future development of programs or address long-term funding pressures. 


Any agreement reached by the government with respect to a share of the current federal surplus must see 
those fund directed to existing funding pressures and payments towards the debt. Using a one-time cash 
infusion such as this from the federal government to fund new programs will only serve to create even 
greater funding gaps in the provinces core service areas such as health care and education. 


If the Liberal government is genuine in its desire to protect the long term viability of health care and 
post-secondary education in our province, Premier McGuinty would start working with the First 
Minister’s in order to reconstruct the equalization program to ensure the utmost fairness for all Ontarians 
and Canadians. 


The Leader of the PC Party of Ontario, John Tory, recently wrote Premier McGuinty and expressed his 
long-held belief that the existing equalization program in Canada is in desperate need of reform: 


I have been talking consistently for the past two years about the need for broader reform of 
overall federal-provincial financial arrangements. Many of these have evolved as governments 
have changed and as the country itself has changed, but we have not taken a thoughtful, 
deliberate overall look at the entire picture and whether it is presently working in the best 
interests of all Canadians. 


I have been making the case over the two-year period that the current regime is not working for 
all Canadians. To take one simple example, taxpayers (of which there is only one group) must 
wonder how a huge surplus of their money could arise at one level of government while other 
levels of government are struggling to provide services to those very same taxpayers. 


Consequently, I support the notion that Ontarians and other provinces are in need of new, more 
equitable and realistic arrangements with respect to the country’s overall finances, but I fail to 
see how your confrontational approach will reap the desired rewards. 


Premier, if your recent comments toward the federal government are genuine and not just 
politics of diversion, I urge you to start working with the First Ministers in order to reform and 
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review federal-provincial finances to ensure the utmost fairness for all Ontarians and 
Canadians. 


That is why I am calling on you Premier, to immediately request a meeting of the Council of the 
Federation. This meeting must be called in order to begin the process of re-building and 
strengthening our Federation and to ensure that taxes paid by Ontarians and for that matter by 
residents of other provinces make it to the level of government, whether it be federal, provincial 
or municipal, which is required to deliver services to Canadians in the 21‘ century.” 


The Official Opposition has been consistent for the past 9-years with respect to this issue. During the 
time in which the PC Party was in government, there were repeated requests for the federal government 
to recognize the contribution made by the hard-working people of Ontario, and to ensure that sufficient 
funds were returned to our province to maintain vital public services. 


Upon reflection back to April 2000, in a resolution moved by the Honourable Michael D. Harris, the 
Premier of the day, expressing many of the same concerns brought forward recently by Premier 
McGuinty, it is interesting to note the number of current members of the Liberal government that voted 
against increased fairness for Ontario taxpayers. The people voting against the motion to have $4 billion 
in federal funding re-instated for health care services included Mr. McGuinty himself. In addition, David 
Levac, David Caplan, Monte Kwinter, Michael Bryant, Gerard Kennedy, David Ramsay, Gerry Phillips, 
Richard Patten, Leona Dombrowsky, Mike Colle, and Jean-Marc Lalonde — all members of the current 
Liberal caucus — voted against that resolution. 


Due to the long-held belief that Ontario is treated in an inequitable fashion by the federal government, 
the Official Opposition recently supported a motion calling for the existing funding gap to be narrowed. 
However, in supporting this motion, the Leader of the Official Opposition in the Legislative Assembly, 
Bob Runciman, MPP (Leeds-Grenville), questioned the motives of the Liberal government for showing 
such aggression towards the federal government at a time when many other hot-button issues have been 
dominating the political agenda. He expressed concern that the Liberal government is involved in 
‘politics of deflection’ and that this new found contempt for the federal-provincial fiscal relationship is 
only a mean by which to distract attention from the very serious issues that are facing the government, 
especially in the health care sector. 


We've seen a range of diversionary tactics over the past year or so, whether it's pit bull 
legislation, sushi, bring-your-own-wine or film censorship. We have to wonder what the 
motivation is behind all of these initiatives in their attempts to distract the attention of Ontarians 
away from the very serious challenges we're facing, primarily in the health care sector, at a time 
when the hospitals are laying off people and closing down beds. We just heard about St. Joe's in 
London closing its emergency ward for specific hours -- Humber, Peterborough: Those are 
significant concerns that the government doesn't want to address or is trying to distract attention 
from by a variety of initiatives. One has to wonder about the resolution here today, whether 
indeed it is real.” 


Regardless of the motivation behind the Premiers recent actions, the Official Opposition continues to 
support the call for a more equitable equalization arrangement for Ontario. In this regard, the Official 


"2 John Tory, Open Letter to Premier Dalton McGuinty — February 16, 2005 
'3 Bob Runciman, Ontario Hansard — February 16, 2005 
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Opposition is calling on Premier McGuinty to immediately request a meeting of the Council of the 
Federation. This meeting must be called in order to begin the process of re-building our Confederation 
and to ensure that that the people of Ontario — now and into the future — will always receive a fair and 
equitable portion of this countries wealth. 


The Premier has noted that a review panel will soon be announced by the Council with an appointed 
representative from each province to look at the equalization system. With respect to all those who are 
appointed to this panel by various government leaders, this is a matter that required direct leadership 
from our elected representatives, and one that Premier McGuinty (who also serves as the current Chair 
of the Council of the Federation) should take seriously enough to dedicate his personal attention to. 


Ontario has long been the driver of the Canadian economy, and while we accept that as Canadians we 
will always be required to make a contribution towards the overall prosperity of our country, we must 
also ensure that there is a viable, long-term agreement that balances our contribution with protecting the 
stability of our own economic future. 


It is time that Ontario re-assert itself as a leader in Canada, and assume a prominent role in ensuring 
equity and fairness for Ontarians and for people across the entire nation. If Premier McGuinty truly 
believes in his recent words, he will take this opportunity to launch Ontario to the head of this debate. 


The Conference Board of Canada has recently released a paper on the future of equalization in Canada 
and made 5-key recommendations on how to begin restoring this program to what is enshrined in our 
Constitution. These recommendations could act as the starting point from which the Council begins its 
deliberations. 


Ottawa and the provinces should: 


1. Re-confirm that the purpose of equalization is to provide a more consistent level of basic 
public services in each province and territory. 

2. Set the equalization budget at a reasonable amount (for example, the announced $10.9 billion 
budget for 2005—06), with fixed growth rates (such as the planned 3.5 per cent per year). 

3. Commit to make any and all additional offset payments from within that fiscal envelope. No 
more equalization-related payments above and beyond the equalization budget. 

4. Clarify the formula for determining equalization entitlement, to increase transparency for the 
taxpaying public. 

5. Base annual equalization payments on a rolling average of the entitlements of the three 
previous years, thereby smoothing out fluctuations and minimizing fiscal shocks for all parties. 


Last October, Ottawa promised to adopt points 2 and 5. This represents a good start, but only a 
start. To complete the reform package, all the points above must be addressed. Equalization 
needs to be clarified, simplified and based on greater budgetary certainty—and not just for the 
recipient provinces. The federal government, and Canada’s taxpayers, need to know what they 
are paying for, who they are paying it to, and that the amounts paid are reasonable and within 
fixed budgets. We’ll know this has been achieved when a prime minister is able to explain 
equalization to a national television audience in a few minutes."* 


'* Conference Board of Canada, ‘Equalization: Fix it Permanently’ — February 2005 
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Consultation Process: 


The 2005 Pre-Budget process was greeted with far less fanfare than the previous year by the Liberal 
government. In 2004, the Liberals went to great lengths to appear that the budget process was open to 
all Ontarians and that public consultation would in fact have a significant influence on the construction 
of the government’s financial agenda. 


The Liberals retained a private consulting company, at a cost in excess of $250,000 to orchestrate a 
Citizen’s Dialogue process, held town hall meetings in several ridings across Ontario and sent the 
Standing Committee on Finance and Economic Affairs to tour the province for three full weeks. 
However, despite this widespread consultation, the 2004 Budget did not reflect the wishes of working 
class Ontarians. In the end, the budget was written behind closed doors, and contained measures such as 
the regressive health premium and the de-listing of critical health care services, than no Ontarian 
desired. 


These concerns were brought forward by the Finance Critic for the Official Opposition, Jim Flaherty, 
MPP (Whitby-Ajax), in an open letter to the Minister of Finance at the outset of this year’s 
consultations: 


This time last year, you spoke at great length about your government’s willingness to listen to 
the desires of Ontarians in drafting your first budget. However, what resulted was anything but 
what Ontarians told you were their priorities. Ontarians did not ask for a regressive $2.6 Billion 
tax hike. In fact, you repeated your election promise that you wouldn’t raise taxes in your 
government’s opening remarks on the first day of pre-budget hearings last year. Similarly, 
Ontarians did not ask for vital health services to be privatized: physiotherapy, chiropractic 
services and eye exams were unceremoniously de-listed from OHIP in your first budget. i“ 


This year, the Liberal government decided to scale down its consultations considerably and drop the 
charade of open accountable government and take the budget writing process directly into the 
boardroom. The only public consultations held this year were eight-days of hearing by the Finance and 
Economic Affairs Committee. 


The Official Opposition expressed concern that many Ontarians with opinions, and ideas, regarding the 
fiscal policies of this government, were not being given an opportunity to have their concerns heard 
prior to the drafting of the budget. This is in spite of the fact that the Liberals specifically committed to 
more public consultation on all matters of provincial interest during the 2003 election campaign. 


In this regard, Mr. Flaherty attempted to have the consultations extended for one week in January to 
allow more of these interested citizens the opportunity to have their voice heard: 


During the past week and a half of committee hearings, it has become clear that many hard 
working Ontarians are concerned about the content of the 2005 Budget and wish to have their 
voices heard. 


'S Jim Flaherty, Open Letter to Premier Dalton McGuinty — January 9, 2005 
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This is highlighted by the fact that 121 individuals, associations and interested parties applied 
for one of only 42 presentation spots in Toronto. As such, 2/3 of those Ontarians who wished to 
be represented will be unable to be heard by the Committee... 


Therefore, I propose that the Standing Committee on Finance and Economic Affairs sit for an 
additional 2-3 days in Toronto during the week of January 24-28, 2005, in order to 
accommodate all those presenters who were designated as alternates by all three parties... 


I believe that this is a motion that should be supported by all members of this Committee. When 
we as parliamentarians are presented with an opportunity to hear directly from those individuals 
who we represent, it is our responsibility to do so."° 


This motion was subsequently defeated by the Liberal members of the Standing Committee. . 


The Official Opposition regrets that more Ontarians were not given the opportunity to be heard during 
the pre-budget consultation process. This is not keeping with the spirit of the government’s promise of a 
more open and accountable government, and denies access to the very people whom this government 
promised to bring to the table during the election. 


As such, it is the hope of the Official Opposition that this Dissenting Report captures many of the 
concerns of those who were denied access to the consultation process by the Liberals, and will be 
seriously considered by the government as it drafts the 2005 Budget behind closed doors. 


'° Jim Flaherty, Ontario Hansard — January 18, 2005 
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Additional Recommendations: 


Further to the content above, the Official Opposition moved several motions during the pre-budget 
consultation process in support of various sectors, organizations and individuals. As such, the Official 
Opposition would like to make the following additional recommendations to the Minister of Finance in 
preparation of the 2005 Ontario Budget. 


Given the release by the TD Bank (authored by Don Drummond, Senior Vice President and Chief 
Economist) on January 19, 2005, blaming debt and taxes for 15 years of take-home pay stagnation, in 
addition to findings substantiated by the work of the Canadian Taxpayers Federation, the Official 
Opposition recommends that the Liberal government: 


Eliminate the provincial health tax and hold the line on all other taxes; 
Improve tax fairness; 

Stop running deficits; and 

Not increase spending until it completes a review of departmental spending; 


i al la 


The Minister of Finance must respond to their election promise to uphold the hard cap on business 
property taxes and work with small business to fix current property tax inequities. The shifting of the 
property tax burden that exists today, is a detriment to small businesses across Ontario. 


The Minister of Finance should consider the elimination of Retail Sales Tax on building materials that 
improve energy efficiency and conservation. This would include insulation and other building 
materials, such as windows and furnaces that meet NRCAN and other industry energy efficiency 
standards. 


Given that during the 2004 pre-budget consultations, the Standing Committee of Finance and Economic 
Affairs unanimously voted in favour of a motion to support the Liberal government’s commitment of 

$50 million transition fund for tobacco farmers, the Minister of Finance should ensure that this funding 
is contained in the 2005 Ontario Budget and that funds begin to flow to farmers immediately. 


As the Standing Committee on Finance and Economic Affairs has heard from many farmers across 
Ontario that are have great difficulty in keeping their agricultural businesses viable, the government 

should immediately strike an all-party task force to examine the viability of our agricultural sector and 
make specific recommendations to the government to preserve the industry for future generations. 


The Minister of Finance must ensure, and make the necessary document available to the public to 
provide evidence that not a single penny of the $2.6 billion, regressive health tax be used to fund 
severance agreements related to the termination of front-line health care workers in Ontario hospitals. 


The Liberal government must immediately strike an all-party committee to review operating and capital 


budgets of Ontario hospitals, and to provide recommendations to the government with respect to the 
future viability of our hospital sector. 
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The Minister of Finance and the Minister of Health should ensure that the 2005 Budget include specific 
funding for multi-site hospitals, such as Lakeridge Health, as well as provide an adequate growth 
adjustment. In addition, teaching programs at Lakeridge Health Port Perry in affiliation with the 
University of Toronto School of Medicine, should be provided with specific and separate funding 
envelopes. 


Following testimony from the Ontario Chiropractic Association, the Liberal government should review 
the 2004 Budget decision to de-list chiropractic services from OHIP and determine how best to 
incorporate chiropractic care into the health care system to help meet it’s health care goals, including 
reduced system costs and improved collaboration and coordination of primary care. 


The Minister of Health immediately begin working with the federal drug therapeutics committee to 
streamline the drug approval process. This would enhance access to more recent drugs while 

eliminating duplication between the federal and provincial drug approval, adding drugs to the Ontario 
drug formulary and improving patient outcomes. 


The Minister of Health and the Minister of Finance seriously consider changing the RHPA and scope of 


practice of optometrists in order to allow them to prescribe therapeutic pharmaceutical agents known as 
TPAs. This change would eliminate duplication and improve access. 
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1. Ontario’s “revenue deficit” 


Many witnesses stated quite explicitly that the real deficit thateOntario must remedy is its 
revenue deficit. During the Harris Eves era, a broad range of tax cuts implemented by 
cost the Ontario treasury $14 billion. To put things in perspective, the revenue package 
the outlined below is less than one-quarter of that. 


A ‘fair share” revenue package 


A regressive tax like the Ontario Health Tax is not the way to go. What Ontario needs is 
a “fair share” revenue package that addresses Ontario’s revenue deficit by asking those 
who benefited most from the Harris-Eves tax cuts to pay a little more. 


Well before the 2003 election campaign, the Liberals were aware that Ontario was 
running a significant deficit and yet they signed the Canadian Taxpayers Federation 
pledge to neither raise taxes nor run a deficit. In order to restore public services as 
promised, the government must deal with Ontario’s “revenue deficit” in a way that 
respects the principle of tax fairness and the “ability to pay”. High-income earners and 
large corporations received a disproportionate share of the tax breaks during the Harris- 
Eves and now its time for them to pay their fair share. 


Therefore, the NDP strongly recommends to the Minister of Finance that the 
government introduce, in its 2005-6 budget, a $3.5 billion “fair share” revenue package 
consisting of the following measures: 


e Atleast $1.5 billion in taxes from imposing higher tax rates on individual income over 
$100,000; 


e Atleast $1 billion from returning corporate tax rates (excluding small business) to the 
2000 rate; 


e Atleast $750 million from closing loopholes in the Employer Health Tax benefiting 
large corporations. 


e Atleast $250 million from increasing Tobacco Taxes by $5.00/carton. 


2. Health 


Hospitals 


The NDP strongly recommends to the Minister of Finance that the government use the 
budget to affirm its belief in universal medicare system and end P3 hospitals. 


The NDP also recommends that the Minister of Finance acknowledge that in the 
foreseeable future hospitals will require funding increases between 6%-8%. Therefore, 
the Ministers should ensure that the funding increase to hospitals in the 2005 budget 
reflects this reality. 


Long-term Care 


Many witnesses expressed dismay at the declining standards of care in our long-term 
care facilities. Put, bluntly the NDP believes that our parents and grandparents deserve 
better. 


Therefore, the NDP strongly recommends that the government, in its FY 2005-6 budget, 
completely reverse the Conservative’s 15% increase in long-term care rates and take 
significant steps to bring Ontario’s per capita funding for long-term care up to the 
national average. This would constitute a meaningful first step in implementing promises 
made in the Liberal 2003 election platform to reverse the Conservatives 15% increase 
in long-term care rates and to improve standards of care for long-term care residents. 
This would cost approximately $200 million. 


Nurses 


“We will hire 8,000 new nurses. Our strategy will include the creation of more nursing 
school spaces and recruitment of nurses who have left the profession or left the 
province under Harris-Eves.” — Liberal Election Platform 


Nurses are the backbone of our health care system. 


Therefore, the NDP strongly recommends to the Minister of Finance that the 
government allocate sufficient funds to hire a minimum of 3,000 new nurses in its FY 
2005-6 budget. This would cost approximately $150 million and would constitute a 
meaningful first step in implementing the Liberal 2003 election promise to hire 8,000 
new nurses. 


3. Education 


“Education has never been more important for young Ontarians and for our province’s 
prosperity. Yet our schools have never been more threatened and our students more at 
risk”. — Liberal Election Platform 


Financing 


The gap in educational financing was a major theme of the important 2002 Rozanski 
report on education financing. Rozanski recommended: increases in funding to bring 
benchmarks up-to-date; annual reviews of benchmarks to ensure that they reflect 
current costs; new investments to address areas in which the funding formula was 
clearly inadequate; and periodic (every five years) reviews of the appropriateness of 
the benchmarks themselves. 


The Rozanski education report established the bottom line for adequate funding of our 
public education system. In 2002, Rozanski called for $2.1 billion (over 3 years) in 
funding plus inflation/enrollment benchmarks of about $375 million/year over the same 
three years. This would require approximately $1 billion for the 2005-6 fiscal year. 


Given this background, the NDP was extremely disappointed that its resolution to 
allocate $1 billion in new educational funding in the FY 2005-6 budget was defeated by 
the Liberal majority on Committee. 


Therefore, the NDP strongly recommends to the Minister of Finance that he allocate $1 
billion in new education financing in the 2005-6 budget. This would constitute a 
meaningful first step in implementing the Liberal 2003 election education promises 
(including Dr. Rozanski’s education financing recommendations) which would cost 
approximately $3.2 billion over four years. 


Therefore, the NDP strongly recommends that the Liberal government implement ideas 
from the NDP’s “School to Work” program including: an expansion of technical 
programs in high schools; a doubling of apprentices; a review of the Applied stream 
Curriculum; and course-based alternatives to the current Grade 10 literacy test. 


4. Assistance for Ontario’s most vulnerable 


Ending the National Child Benefit Clawback and Increasing Ontario Works and 
ODSP benefits 


Many presenters to the committee report called for increases in social assistance rates 
on a regional basis. The government was also repeatedly urged to eliminate the 


clawback of the National Child Benefit Supplement (NCBS) from social assistance 
recipients. 


Therefore, the NDP strongly recommends that the government eliminate the National 
Child Benefit clawback and ensure, at a minimum, a 3% increase in both the basic 
Ontario Works allowance and ODSP. This would constitute a meaningful first step in 
implementing promises made in the Liberal 2003 election platform and in opposition to 
end the clawback. This would cost approximately $300 million. 


5. Child Care 


A number of witnesses called for the government to invest more in the childcare system 
and to work towards a system of universal, affordable access for every child. ) 


As a modest first step, the NDP strongly recommends to the Minister of Finance that the 
government allocate at least $100 million in new provincial money to expand Ontario’s 
regulated, non-profit childcare system in its FY 2005-6 budget. This would constitute a 
meaningful first step in implementing promises made in the Liberal 2003 election 
platform to invest $300 million in childcare and to extend childcare assistance to 
330,000 children. 


6. Public Transit 


“We will give 2 cents/litre of the existing provincial gasoline tax to municipalities for 
public transit. Fully implemented, this will generate an initial $312 million per year 
(2003-4), an amount that will grow with the economy” - Liberal Election Platform 


For far too long, Ontario transit riders have paid too much out of their own pockets for 
public transit that is often slow and inconvenient. Ontario transit systems must have 
access to a reliable and stable provincial funding source on which they can base their 
long-term planning and service improvements. The Gas Tax is the ideal source of such 
revenue. 


Therefore, the NDP strongly recommends to the Minister of Finance that the 
government allocate the full two cents of the Gas Tax to municipalities for public transit 
in its FY 2005-6 budget. This would cost approximately $160 million and would honour 
the Liberal 2003 election promise to allocate two cents of the Gas Tax to Ontario’s 
municipalities for badly needed public transit. 


7. Housing 


“We will match federal support to create almost 20,000 affordable housing units”. — 
Liberal election platform 


It's been almost 10 years since the government got out of the housing business and 
now there is a serious crisis in affordable housing in Ontario. Therefore, the NDP 
strongly recommends to the Minister of Finance that the government allocate sufficient 
funds in its FY 2005-6 budget to build 7,000 new affordable non-profit housing units. 
12,000 new rent supplements. This would cost approximately $250 million. 


8. Hydro 


The NDP strongly believes that Ontario must have a publicly owned and managed 
energy system run on a “power at cost basis’. 


Therefore, the NDP strongly recommends that the government base its energy policy on 
the following: 


e The closure of the private, “spot” market and its replacement with producer “power 
at cost” contracts. 


e The use of OPG as the primary provider of “conventional” energy supplies; and 


e The implementation of an aggressive green, energy conservation strategy. 
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INTRODUCTION 


The Standing Committee on Finance and Economic Affairs conducted its 
2010 pre-Budget hearings in January and February 2010 at Queen’s Park 
and in Niagara Falls, London, North Bay, and Kingston. Inclement weather 
kept the Committee from its hearings in Dryden, but witnesses scheduled to 
appear in that community were heard by the Committee via teleconference. 


Witnesses included experts invited by the Committee to present economic 
forecasts and budgetary advice, representatives from associations, 
organizations, and community groups, and interested individuals. The 
Committee also heard presentations from municipalities and their 
associations, as well as other local administrative bodies and service 
agencies exercising delegated authority and/or receiving transfer payments. 


In total, the Committee heard 158 witnesses and received about 80 written 
submissions from interested individuals and groups who did not appear 
before the Committee. 


The pre-Budget consultation provides an important forum for citizens, 
stakeholders, and local government partners to discuss their social, 
economic, and program-related concerns with elected representatives. The 
submissions to the Committee constitute a vital part of the political process 
by which governments are held accountable for their decision-making and 
administration by the electorate. 


This Report is an overview of the main issues raised by presenters during 
the pre-Budget consultation. Details of submissions by witnesses and their 
responses to questions by Committee Members can be found in the 
Committee Proceedings in Hansard. A list of witnesses, as well as the 
organizations and individuals from whom written briefs were received, 
appears at the end of the Report. An electronic copy of this document will 
appear on the Committee Reports web site 


(http://www.ontla.on.ca/web/committee- 
proceedings/committee_reports.do?ParlCommID=8858&locale=en). 
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THE ECONOMY 


Economic Outlook 


Amid signs that the economy has begun to recover from the worst recession 
in half a century, an awareness that Ontarians continue to live in “tough 
economic times” accompanied many of the messages brought to the 2010 
pre-Budget hearings. Predicting a protracted period of slow growth, one 
expert outlined reasons why Ontario’s economic growth may be below the 
national average for the next five years. These include a recovery 
dependent on commodity demand from the emerging world, a failure of 
auto sales to return to pre-recession levels and a future decline in the 
Canadian share of the U.S. auto market, and a strong Canadian dollar 
moving to a level near or above parity with the U.S. dollar. While interest 
rates will remain low, viewed historically, they are predicted to rise by as 
much as two full points in the coming months. 


At the end of the third quarter of 2009, Ontario’s real GDP stood at 
approximately $512.2 billion, compared with $533.9 billion at the end of 
the third quarter 2008 (nominal GDP was $566.2 billion, compared with 
$590.2 billion a year earlier).' In his statement to the Legislative Assembly 
accompanying the release of the 2009 Economic Outlook and Fiscal 
Review (Outlook), the Minister of Finance forecast a decline of 3.5% in 
Ontario’s real GDP in 2009, with increases of 2.0% in 2010 and 3.0% in 
2011. The 0.5% increase in real GDP in the third quarter of 2009 followed 
four consecutive quarters of decline. 


The contracting economy brought diminishing government revenues, 
projected (in the 2009 Outlook) to total $90.2 billion in 2009-10, $5.8 
billion less than the 2009 Budget forecast. Government expenditures were 
projected to total $113.7 billion, an increase of $4.8 billion from the 2009 
Budget forecast. Contributing to this increase were supports to the 
automotive sector, investments in skills training, and increases in spending 
in health care and social assistance.” The deficit projected for 2009-10 was 
$24.7 billion, up from the 2009 Budget forecast of $14.1 billion. 


In December 2009, Ontario’s unemployment rate stood at 9.2%, compared 
with 8.0% in December 2008. Although the rate remained unchanged, 
30,000 more Ontarians were at work in January 2010, continuing an 


' Ontario Ministry of Finance, Ontario Economic Accounts: Third Quarter of 2009 (The Ministry: 
January 2010), pp. 42 and 51. 

* Ontario Ministry of Finance, 2009 Ontario Economic Outlook and Fiscal Review (The Ministry: © 
October 2009), p. 37. 
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upward trend (+51,000 jobs) since July 2009. Ontario’s annual rate of 
inflation in December 2009 was 1.2%, compared with a December 2008 
rate of 1.5%. 


Fiscal Situation 


The 2009 Outlook forecast a 2009-10 deficit of $24.7 billion (as noted 
above), to be followed by deficits of $21.1 billion in 2010-11 and $19.4 
billion in 2011-12.° According to the projections, these reductions in the 
deficit will be achieved principally through increasing revenues as the 
economy improves, despite the projected $10.6 billion in personal tax relief 
and $4.5 billion in business tax relief over three years as a result of 
measures announced in the 2009 Budget. 


The accumulated deficit (the difference between liabilities and total assets) 
is projected to increase to $138.0 billion as at March 31, 2010, from $113.2 
billion as at March 31, 2009. The accumulated deficit-to-GDP ratio would 
rise from 19.3% to 24.4%. 


Net provincial debt (the difference between liabilities and financial assets) 
is projected to increase to $184.1 billion as at March 31, 2010, from $153.3 
billion as at March 31, 2009. Net debt-to-GDP (an indication of an 
economy’s ability to pay back its debt) peaked at 32.9% in 1999-2000. The 
current forecast is for a ratio of 32.6% in 2009-10, an increase of 6.5% from 
2008-09. 


Total provincial debt (all borrowing by the Province, excluding offsetting 
financial assets) is projected to be $213.2 billion as at March 31, 2010, 
compared to $176.9 billion as at March 31, 2009. 


MINISTRIES OF FINANCE/REVENUE 


Fiscal Strategies 


A range of fiscal priorities was presented to the Committee, from proposals 
to continue economic stimulus policies, or to improve business 
competitiveness, to opinions on the sale of Crown assets (mostly opposed). 
Shaping the advice in many cases was the priority or urgency that 
stakeholders attached to eliminating Ontario’s deficit. 


* Included in each year’s forecast is provision for a reserve of $1.2 billion. 
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Consistent with the projections that a slow growth economy may be the 
post-recession norm for some time to come, few of the witnesses 
identifying deficit-reduction as a priority suggested it could be 
accomplished quickly. One expert witness proposed a plan to balance the 
budget within five to six years, another suggested that elimination of the 
deficit within five to seven years would be an extraordinary achievement, 
and yet another argued that the deficit requires no drastic action. 


The latter witness spoke for several others in suggesting that a successful 
focus on job creation would eliminate the deficit by increasing government 
revenues. By contrast, stakeholders most concerned about the deficit also 
tended to support the tax reductions that were legislated in 2009. 
Accordingly, the Committee received much advice about government 
expenditures. 


Many suggested the government bring in expenditure controls, engage in 
program review and rationalization, adopt zero-based budgeting, or cap all 
ministry budgets except for health care and/or education. On the other 
hand, one expert identified gaining control over health care spending as the 
primary challenge the government faces in the coming years. 


Recognizing the constraints the government faces, many recommendations 
were made for strategic investments or targeted expenditures, either to 
assist those most in need, or to generate the greatest return by facilitating 
economic activity that might otherwise not occur. The Committee was told 
several times that government should not attempt to pick winners and losers 
in the economy; but the government was also invited to support investment 
in a number of specific areas, including health technology, biosciences, 
financial services, tourism, the magazine industry, and others. 


Public sector unions urged the government to continue to invest in public 
services and representatives of organized labour more broadly called for a 
“Good Jobs” budget. The stabilizing influence of the public sector in the 
economy in times of private sector contraction was noted. On the other 
hand, several witnesses advocated smaller government, reducing the 
Ontario public service through attrition, and reducing the pay of MPPs. 


Tax Issues 


Tax measures announced in the 2009 Budget and legislated in recent 
months were generally well received by representatives of business and 
industry, who urged the government to stay the course. Others expressed 
concern about the long-term consequences of reducing the government’s 


Pre-Budget Consultation 2010 5 


revenue capacity, and about the ability of across-the-board tax cuts to 
achieve specific objectives such as job creation, leveraging investment in 
technology, or mitigating the negative effects of sales tax harmonization. 


Several new tax credits, mostly refundable, were proposed to achieve a 
variety of purposes, from increasing donations to food banks to enhancing 
manufacturing investment to encouraging physical activity and fitness. 
Various property tax issues were highlighted, in particular concerns about 
the farm lands assessment classification. Proposals for better enforcement 
of the Tobacco Tax Act in order to fight contraband cigarettes were offered. 


The largest number of tax recommendations concerned the Harmonized 
Sales Tax (HST) and, apart from a solitary call for its abolition, fell into 
four categories: advice on its administration, suggestions for improvement 
through redesign of one or more of its elements, requests for mitigation of 
its effects on particular segments of society and/or industry, and petitions to 
be exempted from the provincial portion of the tax. 


Other Matters 


The considerable regulatory scope of the Ministry of Finance brings a range 
of stakeholders before the Committee, from the insurance industry seeking 
regulatory changes, to the credit union community proposing unlimited 
deposit insurance for all deposits, from the concerns of financial planners _ 
about regulatory reform, to the bankers’ advice on increasing the amount of 
tax-assisted savings, and from many witnesses interested in pension reform 
and concerned about pension security in the post-recession economy. 


ADVICE CONCERNING OTHER MINISTRIES 


Witnesses bring requests to the Committee concerning programs 
administered by the various Ministries. Requests for funding and program 
or policy proposals usually have obvious budgetary significance, but 
concerns about regulatory compliance or program rules may also have 
fiscal implications. The Committee received an unusually diverse set of 
recommendations in 2010, but the following themes were common: 


- In anticipation of possible expenditure restraints, spending proposals 
often took the defensive approach of asking that existing allocations be 
maintained, or seeking an increase sufficient to keep pace with inflation. 


- Many witnesses, expressing gratitude for earlier initiatives, urged the 
government to follow through with previously announced commitments. 
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- Some stakeholders, acknowledging one-time increases or allocations 
outside the regular funding formula, often made in recognition of 
changed circumstances, requested that this spending be annualized and 
made permanent. | 


- Transfer payment agencies and partners asked the government to cover 
the costs associated with satisfying new requirements mandated by 
legislation or directives. 


- Requests for new grants and/or programs were often accompanied by an 
explanation of the long-term fiscal advantage(s) of making such an 
investment. 


AGRICULTURE, FOOD AND RURAL AFFAIRS 


Representatives of the agriculture sector reminded the Committee that 
investment in agriculture provides positive dividends for the general 
population. Continuation of the business risk management program piloted 
for the grain and oilseeds sector was sought, and the extension of similar 
programs to other commodities. Pending new risk management programs, 
modifications to existing programs were recommended. Services and 
programs for young farmers and entrants to the industry were also clear 
priorities. 


Environmental issues raised included funding research on farm energy 
production, sustainable transition programs for farmers investigating crops 
for bio-fuels, and compensation for crop, livestock and property losses 
attributable to wildlife predators. 


ATTORNEY GENERAL 


Ontario lawyers suggested that justice programs should receive the same 
priority as health care and education; increasing funding for Legal Aid and 
justice system modernization projects, and agreeing to amend the Business 
Corporations Act with respect to non-voting shares for immediate family 
members would reflect such a decision. Other witnesses recommended 
hiring more Crown attorneys, supporting and expanding the Justice on 
Target strategy, and establishing an Equity and Anti-Racism Directorate. 
Real estate salespeople continue to seek the ability to incorporate, and 
municipalities requested proportionate liability reform to reduce their legal 
and insurance costs. 


Pre-Budget Consultation 2010 7 


CHILDREN AND YOUTH SERVICES 


Social service workers told the Committee that investing in child welfare, 
children’s mental health services, and full day learning is a deficit and 
poverty fighting measure requiring adequate funding and staffing levels. 


In addition to seeking more resources for quality, affordable, accessible 
early childhood education and care, child care advocates expressed concern 
about the loss of subsidized spaces caused by the withdrawal of federal 
funding, and about the impacts of the Full Day Learning (FDL) program on 
the system. One suggestion was to allocate the child care savings generated 
by FDL to expand child care options for younger children. 


Child welfare agencies brought several specific funding requests, including 
allocations for prior year child welfare costs, a volume-sensitive model for — 
all statutory service, and equitable access to capital funding. The agencies 
reported being burdened with reporting requirements, and urged a full roll- 
out of the Single Information System across Ontario. They also 
recommended extending services and benefits to youth up to the age of 25, 
and funding to enable the agencies to deliver services in both official 
languages. : 


Children’s mental health agencies sought financial assistance for managing 
their wait lists and inflationary increases to help them to retain staff. Not- 
for-profit residential care providers asked the government to recognize and 
reward the efficiency of the per diem model of care that they provide to 
Ontario’s neediest children. Parents of children with autism requested a 
direct funding model that would allow them to access the services they 
judge to be appropriate, and greater access to the ABA (Applied 
Behavioural Analysis) program. 


Several versions of an accelerated timetable for increasing the Ontario 
Child Benefit were presented to the Committee. More support was sought 
for the program delivery costs of community justice programs for young 
offenders. 


CITIZENSHIP AND IMMIGRATION 


Collaboration with municipalities was recommended in order to develop 
policies and programs to support the effective integration of newcomers 
into the workforce, including the fast-tracking of foreign credentials 
assessments. 
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COMMUNITY AND SOCIAL SERVICES 


Within the context of difficult economic times, the Committee received 
much advice that the government should sustain, if not measurably 
improve, its commitment to this Ministry’s programs, which serve those 
Ontarians most in need of support. Whether the program area was 
community services, developmental services, or social assistance, witnesses 
asked for effective employment services for job seekers who are not always 
successfully served by mainstream Popegcrs: 


Community living providers Saphasived the need for a multi-year 
commitment to agencies that work to ensure individuals with an intellectual 
disability have the opportunity to live, work and play as contributing 
members of their community. The ability to use resources more flexibly 
was requested and attention to the historically low wages paid to workers in 
this sector. One witness proposed funding for a separate allocation to 
permit self-directed, individualized programs for persons with a disability. 
The government was also asked to fund fully any decision to move forward 
with the transformation agenda prescribed in the Services and Supports to 
Promote the Social Inclusion of Persons with Disabilities Act, 2008. 


Many presenting to the Committee were concerned with poverty issues, and 
called for sustained and enhanced commitments to income support 
programs, to the oral health program, for increases in the Ontario Child 
Benefit that are not offset by reductions in social assistance, and for a new 
monthly healthy food amount. At the very least, the Committee was 
advised, programs should cover the real cost of living, including shelter 
costs, or reach the low income cutoffs (LICOs) defined by Statistics 
Canada. Social assistance rules were described as punitive, counter- 
productive, Byzantine, and contradictory, particularly rules determining 
asset levels, the definition of income, and the retention of earned income— 
in each case, alternatives were proposed. 


The government was urged to treat the Poverty Reduction Strategy (PRS) 
as an integral part of all its priorities, rather than as one among the many 
competing for its attention. Detailed targets for a second phase of the PRS 
were tabled, accompanied by encouragement to apply inter-ministerial and 
inter-sectoral approaches and initiatives. 
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COMMUNITY SAFETY AND CORRECTIONAL SERVICES 


Concern for sustainable long term funding for law enforcement and a call 
for enforcement of the law in Caledonia were joined by proposals for 
capacity building for programs provided at the interface between the 
corrections system and society; examples of these included programming 
for remanded prisoners, community-based solutions for reducing 
recidivism, and adequately financed community justice programs.. 


CONSUMER SERVICES 


Ontario’s restaurants and bars asked for implementation of the 
recommendations of the Beverage Alcohol System Review Panel, and the 
introduction of a wholesale pricing regime. The spirits industry 
recommended adjusting alcohol prices annually in step with the three year 
moving average of the Consumer Price Index (CPI). Witnesses concerned 
with contraband tobacco products urged licensing the manufacture of 
tobacco products. 


ECONOMIC DEVELOPMENT AND TRADE 


Various stakeholders from the private sector recommended an economic 
strategy that fosters an entrepreneurial spirit and assists Ontario businesses 
in the international marketplace. Complementary advice was to work to 
reduce reliance on the U.S. market and seek stronger relationships with 
emerging economies, particularly in this hemisphere. 


Among the specific industries and/or services nominated for support 
(including, in some cases, grants and incentives) were health technology, 
clean energy, financial services, digital media, and industries making the 
transition to greener processes and products. Establishing a Ministry of 
Manufacturing was proposed. Several associations urged acceleration of the 
Open for Business initiative, the consideration of existing and proposed 
regulations through a “business lens”, and a commitment to meaningful 
benchmarks for the reduction of red tape. 


EDUCATION 


Input from the education sector was relatively light in the 2010 hearings, 
with concerns focusing on the Full Day Learning (FDL) program, student 
achievement, and funding. 
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School boards and teachers shared reservations about the costs and 
administrative challenges of implementing FDL. Other commentators urged 
the government to implement a// of the recommendations of the Premier’s 
advisor on early learning (Dr. Pascal), such as providing programs before 
and after school and throughout the year. 


Teachers suggested that restraint measures in the education sector should 
focus on spending not directly related to classroom programs, such as 
EQAO testing, student achievement officer positions, and various 
initiatives of the Literacy and Numeracy Secretariat that are directed at 
improving EQAO test scores. 


‘School boards brought concerns about reductions in the funding formula 
and continued to call for annual revision of the formula’s benchmarks to 
reflect cost pressures such as insurance premiums, litigation, the HST, 
benefits, and the price of utilities. Among the specific components of the 
GSNs (Grants for Student Needs) funding model, changes to the Declining 
Enrolment Grant and the ongoing challenge of finding a Student 
Transportation policy that is satisfactory to the Ministry and school boards 
received the greatest attention. The government was urged to carry out the 
promised review of the funding formula in 2010. 


Requests for funding outside the model included support for measures 
required of school boards to be compliant with the Accessibility for 
Ontarians with Disability Act, 2005 and its regulations, covering copyright 
license costs, and implementing the School Food and Beverage policy. 
Employees of TVOntario requested a one-time allocation to produce in- 
house a new television series. 


Other policy proposals put before the Committee included the 
establishment of a framework for schools to serve as community service 
hubs offering integrated services to all ages, and an invitation to re-examine 
the cost of operating four separate sets of publicly funded school boards. 


ENERGY AND INFRASTRUCTURE 


Representatives from industry and manufacturing underlined the 
importance of reliable electricity, competitively priced, and northern 
Ontario forestry producers requested the implementation of an industrial 
electricity price. Municipalities requested the authority to provide loans to 
homeowners for energy retrofits, and public sector employees 
recommended retrofitting provincial and MUSH sector buildings. Specific 
energy infrastructure requests were made, including infrastructure to 
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support advanced electric vehicle technologies and new transmission 
capacity. 


Municipalities, homebuilders and others sought a continued focus on 
infrastructure investment, with northern municipalities asking that the 
deadline for Infrastructure Stimulus Funding projects be extended in order 
to ensure that all funding announced in 2009 is actually expensed. Several 
stakeholders recommended providing predictable sustainable infrastructure 
funding on a permanent basis, regardless of the economic climate. 


Many witnesses urged that infrastructure funds be directed strategically so 
as to maximize their value for all Ontarians. While some recommended 
focusing on “core” infrastructure (identified as roads, bridges and 
waterworks), others championed green infrastructure, accompanied by a 
proactive procurement policy, and others still, affordable housing 
rehabilitation and new construction on surplus provincial lands. 
Municipalities, it was suggested, should be required to maintain asset 
management planning to ensure funding is spent on the most appropriate 
assets. . 


Financing advice offered by the construction sector included continuing to 
consider alternative financing models, such as private-public partnerships 
(P3s), and expanding the gasoline tax for municipal transportation 
infrastructure initiatives. 


ENVIRONMENT 


Municipal social service managers called for continued leadership under the 
Green Energy and Green Economy Act, 2009, and Ontario municipalities 
for implementation of a plan to move from the current Blue Box program to 
a full extended producer responsibility model. Other witnesses suggested 
slowing the pace on green initiatives, with one manufacturer urging caution 
on shifting the costs of a product’s end-of-life to the producer, and the 
restaurant and foodservice industry asking that the Blue Box program be 
grandfathered. The hospitality industry also requested an end to the 
environmental levy charged to liquor licensees now that Ontario has a 
deposit-return program. Retailers would like to be able to display 
environmental levies separately at the point-of-sale. 


The trucking industry offered to partner with the government in 
environmental measures, including a cost-sharing program of incentives to 
accelerate investment in new fuel saving and related technologies. A 
leading auto manufacturer called for an expansion of the green licensing 
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initiatives to include gasoline-hybrid vehicles. One municipality 
recommended the adoption of a common provincial approach to anti-idling 
by-laws and their enforcement. 


Ontario farmers asked to participate in the development of a Permit-to- 
Take- Water application specific to the agriculture sector, and for the 
opportunity to offer public policy advice on a compensation mechanism for 
owners of rural land that provides a public good by serving as a water 
recharge area, a wildlife habitat, and/or a source of carbon sequestration. 
Nurses and cancer-prevention advocates applauded the passage of the 
Toxics Reduction Act and recommended setting aggressive targets, creating. 
a toxics use reduction institute, and including a number of elements (such 
as a strong community right-to-know component and guidelines for 
enforcement) in a second set of regulations. 


GOVERNMENT SERVICES 


Private sector groups requested a competitive bidding process throughout 
the government and broader public sector that includes the private sector 
for the delivery of all public services, and a requirement that the renewal of 
government contracts reflect proper market conditions. 


An independent audit of the function, efficiency and remuneration policies 
of the Ontario public service (OPS) and agencies, boards and commissions 
(ABCs) was proposed, as well as a policy of making salaries of executives 
and staff within ABCs commensurate with that of comparable positions in 
tie OPS? 


HEALTH AND LONG-TERM CARE 


Economic Benefits 


Family physicians told the Committee that health care spending results in a 
productive workforce, confers a competitive edge on Ontario businesses, 
and provides opportunities to export knowledge to other countries. Health 
care workers noted that smart spending in health care can also create jobs, 
and many voices joined in calling, for accountability rules to ensure that 
increased funding is allocated to improve patient/client care. 


Cost Containment Advice 


Stakeholders from the private sector asked for a larger role—including 
privately-run specialized hospitals and clinics—within a publicly funded 
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system, in order to encourage efficiencies, enhance productivity and foster 
innovation. Various strategies were proposed in order to contain costs, from 
identifying and limiting tests, practices and procedures that have little 
impact on patient outcomes or satisfaction, to timely evaluation of any new 
or revised program funding or policy change, to expanding the provincial 
preventative health care strategy, to streamlining administrative processes 
and duplication in services delivery. A comprehensive set of 
recommendations was received on addressing the adverse impacts of health 
disparities through equity-driven consumer health services, evaluation 
follow-up, and knowledge transfer programs. 


Nursing 


Nurses encouraged the government to meet its net new nursing position 
target by 2011, provide permanent funding to cost-effective programs (such 
as RN First Assists), invest in a culture of safety for nurses and allied health 
workers, and ensure all nurse practitioner-led clinics are open in the coming 
fiscal year. Health workers recommended allowing registered practical 
nurses in hospitals to work to a fuller scope of practice. 


Community and Home Care 


A prominent theme was a need to increase investment in community-based 
health services and community care access centres in order to relieve ALC 
(alternative level of care) pressures on hospitals. In particular, home care 
services were identified by many witnesses as vital to the health system 
transformation that is required to deal with Ontario’s demographic 
challenges going forward. More incentive funding for the Aging at Home 
Strategy to fund innovative community-based support was identified as a 
must by several care providers, as well as a range of supports for 
Community Health Centres (CHCs) and Aboriginal Health Access Centres 
(AHACSs). 


The Committee was told that the shortage of home and community support 
workers requires bringing salaries and benefits to levels comparable with 
those of institutional support workers; that home and community care 
service providers require funding to meet new labour obligations arising out 
of changes to the Employment Standards Act, and that a system of 
education, training and certification for personal support workers (PS Ws) is 
overdue. A number of recommendations were made on recognizing and 
supporting the contribution of family caregivers, including exempting home 
care services from the HST, and providing access to respite. 
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The Committee also learned that no dedicated funding exists to support the 
operation of residential hospice care in Ontario, care which is much more 
cost-effective and sensitive to the needs of patients and families than 
palliative care in hospital beds. Hospice care representatives suggested 
funding a percentage of operating funding with flexibility for the LHINs to 
adjust for regional differences and the general availability of private 
donations. 


Hospital Funding 


Hospitals brought a consistent message to the Committee: provide a 2% 
increase in 2010-11 to help hospitals manage inflationary costs, minimize — 
negative impacts to patient services, and maintain public confidence in the 
health system; and confirm hospital base funding as soon as possible. In 
addition, hospitals asked for a return to multi-year funding and to a model 
that provides hospitals with incentives to be efficient, and for assistance in 
addressing the issue of hospitals’ working capital deficits. Other witnesses 
expressed concerns about the loss of hospital services through restructuring, 
and called for a moratorium on closing hospitals in small and rural 
communities. Unions and health councils urged elimination of the use of an 
alternative procurement financing model for hospital construction. 


Mental Health and Addictions 


The government was asked to protect funds for mental health and addiction 
treatment, rehabilitation and housing from any expenditure restraint 
measures, to invest in mental health services for youth and mental health 
centres for all ages, and implement the vision of Every Door is the Right 
Door (the discussion document on mental health and addictions) in concert 
with the commitment to poverty reduction. Related requests included 
developing a comprehensive strategy for dementia and Alzheimer’s 
Disease, and sustaining and expanding the First Link program across the 
province. Agency managers requested a reduction in the administrative 
burden of the paperwork required by the Ministry, as well as greater 
flexibility within and between budget lines. 


Insured Health Services 


Ontario’s family doctors asked for investment in research, 
education/continuing professional development, infrastructure, and an 
integration strategy to support a strong family medicine/primary care 
sector. This was echoed in requests to strengthen investment in Family 
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Health Teams, and to allow communities (outside Ottawa and the GTA) to 
recruit physicians with return-of-service agreements. 


A broad range of recommendations was received concerning the coverage 
or non-coverage of particular services or treatments under the Ontario 
Health Insurance Plan (OHIP). These included supporting visual alarms and 
notification systems under the Assistive Devices Program, increasing the 
supports for dialysis patients to receive treatment at home, integrating 
optometric services as part of a comprehensive Diabetes Strategy, funding a 
Lyme disease awareness program, investing in preventative oral health care 
for all citizens, and implementing recommendations of the Expert Panel on 
Infertility and Adoption on funding in-vitro fertilization. 


Better alignment of clinical guidelines and funding approvals for cancer 
drug treatments, development of a mechanism to fund chiropractic services 
for the most vulnerable who have no private insurance, a provincial strategy 
for the treatment of chronic pain, and an improved, expanded community- 
based respiratory support program were proposed. Witnesses also requested 
full funding for mandated-public health programs and accountability 
measures for Boards of Health. 


Long-Term Care 


Many stakeholders in this sector outlined a need for increasing and funding 
a minimum staffing level of personal care for residents in long-term care 
(LTC), subject to effective compliance and enforcement mechanisms. A 
common theme was the need to ensure that funding is adequate to address 
the quality of care that residents deserve. 


Strategic investments were sought in implementation of the common 
assessment instrument, for oral health, for staff education and time for 
effective infection control, for the wages and benefits of workers in 
community agencies, and for critical infrastructure projects. Operators 
sought annualization of one-time increases made in 2009, the introduction 
of an inflationary factor, and more flexibility in applying funding under 
different envelopes. The LTC associations offered to work with the 
Ministry to determine the cost impacts of new regulations, and along with 
the many individual operators appearing before the Committee, requested 
funding for the cost on the sector of any new government initiatives, 
including the HST. 


The Committee’s attention was drawn to the needs of specific populations 
within the LTC sector, such as age-appropriate care for those persons 
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requiring long-term care who are not seniors, and for sensitivity to the 
staffing levels necessary to care properly and safely to residents with 
mental health and/or behavioural issues, including those in domiciliary 
hostels and homes for special needs. 


HEALTH PROMOTION 


Expanding the budget and programs of this Ministry was viewed by a 
number of witnesses as the most effective way to control the Province’s 
total health care expenditures. For example, resources for health promotion 
and the prevention of chronic disease could help stem the tide of dementia; - 
reallocated EatRight program dollars could meet the needs of low income 
diabetic persons and those at risk of developing diabetes; investing in sport 
and recreation infrastructure can increase the opportunities for all age 
groups to maintain an active healthy lifestyle; and stricter regulation of the . 
use of indoor tanning equipment can help reduce the incidence of skin 
cancers. Enhancing the focus on active transportation, aligning resources 
under the Healthy Living program to target health inequalities, and 
restoring funding of the Smoke-free Ontario Strategy were also 
recommended to the Committee. 


INTERGOVERNMENTAL AFFAIRS 


Many groups brought concerns that require action on the part of the 
Government of Canada, in co-operation with Ontario, or within its own 
fields of jurisdiction. In the latter case, stakeholders asked that the Province 
lobby the federal government to change its policies or adopt new measures. 
Requests of this type included an overhaul of the Employment Insurance ° 
program, the implementation of a national transit strategy, negotiating 
liberalized air service agreements with other countries, and the introduction 
of an Arrivals Duty Free program in Ontario. Requests inviting the 
province to work with the federal government included resolving all 
outstanding First Nations’ land claims, participation in a national child care 
plan, and dialogue about income security for seniors. 


The government was also urged to lobby other provinces to support the 
creation of a single securities regulator, to work with the federal 
government and other provincial governments that have a harmonized sales 
tax to review the application of the HST to financial products and services, 
and to oppose interprovincial and international trade agreements that might 
limit Ontario’s ability to require or encourage local sourcing and/or 
implement fair wage policies. The most extensive request was to work with 
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the federal government to persuade the U.S. government to shut down 
illegal tobacco manufacturing facilities on the U.S. side of the Akwasasne 
reserve. 


LABOUR 


A number of recommendations designed to increase protection for 
Ontarians in the workplace were presented concerning the Employment 
Standards Act and its administration. These included extending the 
definition of employee under the Act and the legal responsibility of 
employers for employment standards for direct and indirect work, 
allocating the remaining portion of funding previously committed for 
improving enforcement of the Act, and using this funding to hire additional 
employment standards officers. 


Organized labour in Ontario recommended re-establishing card-based 
certification for all workers and successor rights for workers whose 
employers are contractors, and increasing penalties for unfair labour 
practices. The community living sector requested a policy to prohibit 
picketing at any home of a person receiving support through developmental 
services. Municipalities requested a more balanced approach to arbitrated 
settlements that recognizes limits to municipalities’ ability to pay by 
enforcing “ability to pay” criteria and requiring settlements to reflect 
individual municipalities’ situations. Related proposals were to proscribe 
the treatment of police and fire services as comparable, and to require that 
comparator groups be municipalities of a similar size. 


Recommendations on the minimum wage were numerous and ranged from 
not raising it, to an annual increase of 25 cents for three years with a third 
party review to determine future adjustments, to an immediate increase to 
$11/hour with annual indexation to the CPI, to a twice-yearly increase of 50 
cents until it reaches the LICO levels (to which it would then be indexed). 
The restaurant, bar and food service industry requested holding the student 
and liquor server differential rates at their 2009 levels in 2010. 


With the exception of one request to extend protection for vulnerable 
workers, recommendations concerning the WSIB were to reconsider its role 
(by means of a Royal Commission established for that purpose) and limit 
its scope (by freezing premiums for two years and evaluating all non-core 
programs). Amendment of the governing Act to allow the choice of private 
insurance coverage in the construction industry was a further request from 
the independent business sector. Municipalities raised concerns about 
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retroactive administrative fees for presumptive firefighter occupational 
diseases. 


MUNICIPAL AFFAIRS AND HOUSING 


Seventeen municipalities from Ontario’s largest to one of its smallest 
appeared before the Committee, as well as two provincial municipal 
associations. Most of these witnesses brought concerns and 
recommendations regarding provincial-municipal finance. Common themes 
included the desire for long term predictable and sustainable transfer 
payments that allow municipalities to budget in a timely and responsible 
fashion, and continuation—if not acceleration—of the scheduled upload of 
social services costs. 


Municipalities raised concerns about the design of the Ontario Municipal 
Partnership Fund (OMPF), many presenting the case that their municipality 
has unique circumstances that are not covered by a formula intended to 
apply to all. Several municipalities asked for a long term commitment to 
the OMPF, and failing that, sufficient notice of changes in advance of the 
municipal budgeting process and a multi-year transition period in the event 
of funding reductions. More specific requests were made to maintain 
mitigation funding at 2009 levels, provide a solution for small cities that 
have a large regional draw on municipal services, and address the failure of 
funding for social and community services to keep pace with population 
growth. 


Northern Ontario municipalities requested that enhanced OMPF support for 
northern and rural municipalities continue, and continue to match inflation. 
Their association recommended increasing the Northern Communities 
Grant under the OMPF, and one city asked that the Special Assistance 
Grant be continued for municipalities that have experienced a massive 
assessment loss. 


Municipalities also asked that the province accelerate the uploading of land 
ambulance costs in their entirety, and adequately fund, in the interim, 
escalating costs for program delivery. Related requests were to permit 
municipalities to set user fees for ambulance services and share in the 
proceeds, and, particularly in the North, to develop an infrastructure so that 
non-emergency patient transfers do not compromise the emergency 
ambulance system. 


A number. of regulatory concerns were identified, including increased costs 
for water and waste water, standards requirements under the Accessibility 
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for Ontarians with Disabilities Act, 2005, and cost increases associated - 
with the Ontario Municipal Employees Retirement System Act, 2006. 
Municipalities requested review of the Development Charges Act, and 
removal of some of the barriers to the inclusion of full growth-related costs. 
On the other hand, Ontario home builders expressed concern about 
development charge increases in certain high growth regions. 


Individually, municipalities also invited the provincial government to 
consider a partnership on matters of specific local concern, including 
planning and zoning issues. 


Housing 


Affordable housing (AH) was one of the issues most frequently raised 
during the 2010 hearings. Overarching recommendations included creating 

a stand-alone ministry for housing, articulating a clear provincial structure — 
for housing, reversing operating cuts to the Ministry of Municipal Affairs 
and Housing and to its AH program, cost-matching and spending federal 
funds available for AH, and recognizing AH as a core program that requires 
funding every year. 


The Committee also heard that while the provincial Affordable Housing 
Strategy (AHS) should be fast-tracked, action should not be delayed in the 
meantime. A number of groups detailed a financial commitment or a 
number of housing units that would serve as an appropriate “down- 
payment” towards the complete AHS. One group estimated the need to 
provide 750,000 new and renovated units of affordable, accessible, 
appropriate housing over a ten-year period; another called for annual 
reporting to the Legislature on progress made in reaching targets. 
Municipalities, social housing sector organizations, non-profit groups, co- 
ops, and even LHINs were identified or presented themselves as potential 
partners with the Province in the implementation of the AHS. 


Many recommendations were about delivering AH in an appropriate way to 
identifiable client groups, such as victims of domestic violence, or persons 
who are homeless. The Committee heard about the need for transitional 
housing in different parts of the province, and the importance of an equity- 
based framework requiring all social housing to include accessibility plans, 
designated units for low income Ontarians, child friendly housing that is 
secure and safe for women and children, and AH close to schools, — 
transportation, and necessary community services. Several witnesses 
recommended enacting inclusionary zoning policies that would make AH a 
normal part of any new development. 
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Witnesses suggested investing in a Housing First model, particularly for 
those living with the dual struggles of precarious—or non-existent— 
housing and mental health and addictions issues. Continued and increased 
support for the Hostels to Homes (H2H) program was specifically 
requested, and implementation of the national action plan of the Federation 
of Canadian Municipalities (Sustaining the Momentum). 


Several proposals concerned making strategic and significant investments 
in the maintenance and renovation of existing social housing stock. 
Supports were identified to assist those low income tenants with housing 
affordability problems, including a long term portable housing allowance, 
market rent subsidies that ensure low income tenants spend no more than 
30% of their net income on housing, and mortgage subsidy programs. 


Suggested amendments to the Residential Tenancies Act, 2006 included 
placing rent controls on vacant units, applying rent increase regulations to 
new buildings, and establishing accreditation and licensing standards for 
the management of rental properties. 


NORTHERN DEVELOPMENT, MINES AND FORESTRY 


Northern Ontario municipalities requested the government to follow 
through on its commitment for increases in funding for the Northern 
Ontario Heritage Fund Corporation in each of the next two years. The 
government was also asked to suspend proceeding with the Far North Act, 
2009 (Bill 191) until responses to the Growth Plan for Northern Ontario 
have been reviewed, in order to provide the mining industry with a 
predictable policy environment. 


The greatest economic challenges in Northern Ontario have been 
experienced by the forestry industry, and a coalition of stakeholders 
brought a coordinated set of policy proposals for reviving their sector. The 
primary elements of this plan include guaranteeing a supply of wood fibre 
at affordable prices, bringing delivered industrial electricity prices to a 
competitive level, maintaining all existing competitiveness measures and 
initiatives put in place since 2005, and a green energy credit for energy 
produced from biomass sources. 


RESEARCH AND INNOVATION 


The government was encouraged to continue to support knowledge-based, 
innovative industries with education policies and programs, research and 
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development tax credits, job funds and loans. In addition, it was asked to 
follow through on measures supporting a green economy strategy with 
vehicles such as the Ontario Emerging Technologies Fund (OETF), the 
Innovations Demonstration Fund, and the Green Jobs Skills Strategy. 
Witnesses told the Committee that there is a venture capital shortfall in the 
province, and proposed various remedies, such as allowing corporations to 
treat their investments in venture capital funds on the same basis as they are 
allowed to treat research and development expenditures. The biosciences 
industry requested an increase in the rate of the Ontario Innovation Tax 
Credit, and changes to the eligibility requirements for the | 
Biopharmaceutical Investment Progam (BIP) and for the OETF. 


TOURISM AND CULTURE 


Ontario’s magazine industry requested direct support to build its future 
competitiveness by expanding the Ontario Media Development Corporation 
Magazine Fund, and by establishing a multi-year public/private partnership 
supporting collaborative approaches to multiple digital platforms with 
guidance from the Ministry. The transfer payment agency responsible for 
library services in southern Ontario asked for increases to its operating 
allocations. 


Tourism industry representatives recommended the development of a 
Tourism Investment Strategy, as well as capacity development within 
Ontario’s economic development ministries to attract tourism investment 
and link investment attraction to broader economic development activities. 
Other requests included expediting the selection of the Regional Tourism 
Organizations, providing money to attract major festivals to the province, 
redeveloping Ontario Place as a four seasons attraction, supporting the roll- 
out of the Border Remedial Action Plan, and giving assistance to the Santa 
Claus Parade. | 


TRAINING, COLLEGES AND UNIVERSITIES 


The Committee heard advice to designate postsecondary education (PSE) 
as a priority in order to provide the highly skilled workers who increase 
productivity and competitiveness, and to increase investment in PSE until it 
reaches or surpasses the national average and in postsecondary research to 
keep Ontario competitive in the global knowledge economy. These 
messages from a chamber of commerce and a board of trade, were 
complemented by the suggestion from Ontario’s university students that 
investments in PSE be regarded as important stimulus measures for 
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communities across the province, and by Ontario’s colleges, who urged 
remaining focused on investing in the education and skills of people as the 
long term solution to many of the challenges Ontario faces. 


Ontario’s colleges also brought specific funding requests for the expansion 
of e-learning programs, for additional ongoing operating funding to address 
enrolment pressures and provide quality programs, and for the development 
of a robust credit transfer system. Ontario’s university faculty associations 
recommended a more cautious approach to any credit transfer system, 
suggesting a need for consultation, and better funding of college libraries, 
labs and faculty. 


Universities also sought additional base funding to reflect increasing costs 
and for the ongoing renewal of physical plant, to improve computing and 
communications resources, and for university libraries. It was proposed that 
each institution negotiate a Multi-Year Accountability Agreement (MYAA) 
with the province to ensure that plans for growth, research and innovation 
are aligned with provincial objectives and the institution’s strengths. The 
MYAA would also provide an agreed upon direction for program change, 
and contain initiatives to improve student experience and outcomes. 
Funding was requested for a five-year plan to hire 5,000 full-time faculty, 
and the government was asked to work with universities to address the 
impact of regulated pension solvency requirements. 


Several PSE student associations appeared before the Committee with 
extensive advice on tuition policy and the design of the student assistance 
system. Proposals included shifting the Ontario Student Assistance 
Program (OSAP) from a debt-based program to a grant-based system, 
increasing the maximum OSAP loan amount, maintaining the Ontario 
Student Opportunities Grant debt cap at its current level, doubling the 
number of Ontario Graduate Scholarships, and following through on the 
election promise to establish a one-year interest-free grace period before 
students must begin repaying their OSAP loans. 


Student associations called for tuition fees to be capped or reduced and for 
reinstatement of reduced tuition fees during the research and writing stages 
of graduate degrees. University faculty associations also supported a tuition 
freeze, with compensatory funding to be provided to the universities. 
University students also requested funding for improving the student- 
faculty ratio, for early warning pilot projects dedicated to enhancing 
persistence for students in early years of their programs, for hiring 
“teaching chairs” to enhance the quality of teaching, and for pilot projects 
to enhance the training of graduate student teachers. 
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Witnesses recommended the Ministry increase its funding of training and 
retraining programs to bring new entrants into the workforce and assist 
displaced workers in acquiring the skills necessary to re-enter the job 
market. The government was urged to sustain its investment in adult 
literacy, to cancel cuts to private not-for-profit employment services, to 
support professional mentoring programs, and (by the restaurant and food 
services industry) to extend the existing Apprenticeship Training Tax 
Credit to the positions of Red Seal Chef and Red Seal Baker. 


TRANSPORTATION 


Ontario’s private sector recommended the development of a long-term 
transportation plan, integrated with regional growth plans and the work of 
regional transportation agencies, with short, medium, and long term 
objectives for the movement of goods and people without gridlock. 
Similarly, home builders suggested that a balanced approach to investment 
means ensuring the efficient movement of goods on the provincial roads 
network. 


Specific recommendations were brought for highway projects in the GTA, 
the Niagara peninsula, and in Northern Ontario; for maintaining adequate 
funds for Connecting Link work, and for considering a “user pay” system 
for highways. Legislation to promote bicycle-friendly transportation routes 
and the development of a Bicycle Policy were proposed. The province was 
also invited to consult with interested municipalities on the Quebec- 
Windsor high speed rail corridor once the results of feasibility studies 
become known. 


Various stakeholders, principally municipalities, brought requests for 
transit funding. Maintaining the dedicated provincial gas tax allocation was 
recommended by one municipality, its review and modification to add 
elements for smaller municipalities by another. Other proposals included 
maintenance of the Ontario Bus Replacement Program (OBRP), sustainable 
and predictable funding for inter-municipal or regional transit, and project- 
specific requests for the Niagara and Waterloo Regions and for Metrolinx. 
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RECOMMENDATIONS 


The Committee recommends that: 


1. The government support and reinforce the Legislative Assembly of 
Ontario’s call on the federal government to invest in the 2010 
Budget in the future success of Ontarians and recognize that 
Canada’s success depends on a strong and competitive Ontario [by 


ensuring current and future transfer payments that support 
services Ontarians rely on are protected, even as the federal 
deficit is addressed, 


committing to the renewal of health care funding agreements 
before they expire and to the growth of health transfers at the 
real rate of health care expenditure; 


positioning Canada as a global leader on the environment by 
supporting Ontario’s burgeoning green economy through such 
things as a cap and trade program that will support jobs and 
investment in Ontario, and investing a fair share in Ontario ’s 
clean energy initiatives; 


investing in our people and positioning them for good jobs by 
living up to the Canada-Ontario Immigration Agreement and 
ending the current short-changing of new Canadians who come 
to Ontario; 


continuing to partner with Ontarians by strengthening 
investments in postsecondary education and training programs 
that build workers’ skills and knowledge for today and 
tomorrow, and 


providing stability to the thousands of Ontario families who rely 
on child care spaces created with federal funding by continuing 
to fund those quality child care spaces for Ontario children]. 


2. The Social Assistance Review Advisory Council develop a strategy 
to encourage further employment for persons receiving Ontario 
Disability Support Program (ODSP) benefits, to enable ODSP 
recipients to keep more of what they earn, and to foster asset 
building strategies for those on ODSP. 


Pre-Budget Consultation 2010 22) 


3. The government provide the requested $500,000 investment in 
Windfall, a charitable organization that provides brand-new clothing 
to low-income Ontarians. 


4.. The government continue to allocate increased resources to home 
care, the Province’s hospitals, and related community services. 


5. The government provide sufficient notice to municipalities, in 
advance of the annual municipal budgeting process, of the ongoing 
annual impact of any Ontario Municipal Partnership Fund allocation 
reductions so that plans are appropriately adjusted and advance rate 
payer communication is possible. 


6. The government acknowledge that northern Ontario has been 
particularly hard hit by the global recession and other outside factors 
and provide additional support to northern Ontario and the forestry 
sector. 


7. The government continue, as Ontario emerges from the global 
economic recession and understanding that there is often a lag in job 
creation, to invest in skills training programs for both unemployed 
workers and those seeking new careers in the new economy. 


8. The government establish a small number of Teaching chairs to 
increase the focus on and quality of teaching, and fund pilot projects 
to give formal instruction in teaching methods and practices to PhD 
students. 
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APPENDIX A 


WITNESSES AND SUBMISSIONS 


AnaveqdqA 


2noie2maue OMA eseganTiW 


LIST OF WITNESSES AND WRITTEN SUBMISSIONS 


Organization / Individual 
|B Giese BS 
25 and 5 Network for Poverty Reduction 
AbitibiBowater 


Advocacy Centre for Tenants — Ontario 


Date of Appearance 


February 1, 2010 


Action Ontario Written Submission 


Advocis — The Financial Advisors Association of Canada 


January 28, 2010 


February 3, 280) 


Written Submission 


-—— 


Affordable Housing Flagship 


January 25, 2010 


r athiakes to End Homelessness 


Written Submission 
January 29, 2010 


Alma Mater Society, Queen’s University 
Alzheimer Society of Ontario 
Alzheimer Society of Ontario — Northern Ontario 


Association Coeur Africain 


Association of Municipalities of Ontario 


Association of Ontario Health Centres 


Autism Resolution Ontario 


Baxter Corporation 


Slav Berezin 


Binational Tourism Alliance 
Brock University Students’ Union 
Campaign for Adequate Welfare and Disability Benefits 


Canadian Association of Retired Persons 
Canadian Auto Workers Union Local 27 January 26, 2010 
1 nT ea a RIihncncneaen RRO 


February 1, 2010 
January 28, 2010 


Written Submission 
February 2, 2010 
Written Submission 


February 2, 2010 
Written Submission 


Written Submission 
January 25, 2010 
January 25, 2010 

Written Submission 


ante 923) 
February 1, 2010 


Written Submission 


Janae Bankers Association 
ce 


anadian Business Press 


Canadian Cancer Society, Ontario Division 


Written Submission 


February 3, 2010 


Canadian Federation of Independent Business 


February 1, 2010 


Canadian Federation of Sisters of St. Joseph 


January 26, 2010 


Canadian Federation of Students — Ontario 
Canadian Hearing Society 


Written Submission 
February 1, 2010 


Canadian Manufacturers & Exporters 


Canadian Paraplegic Association — Ontario 


Canadian Restaurant and Foodservices Association 


Canadian Union of Public Employees — Ontario 
Ge 5 se 


January 25, 2010 
February 3, 2010 
Written Submission 
February 2, 2010 


Canadian Union of Public Employees, Social Service Workers 


Coordinating Committee. 


Canadian Venture Capital and Private Equity Association 


February 1, 2010 


Canadore College 


January 28, 2010 


January 28, 2010 | 


Care Watch Toronto Written Submission 
Central 1 Credit Union Written Submission 
Centre for Spatial Economics February 1, 2010 
Certified General Accountants of Ontario - Written Submission 
Certified Management Accountants of Ontario February 3, 2010 
Aline Chan Written Submission 


Chemistry Industry Association of Canada January 29, 2010 
Children’s Mental Health Ontario Written Submission 
Christian Farmers Federation of Ontario January 26, 2010 


Clarington Board of Trade Written Submission 
Coalition of Community Health and Resource Centres in Ottawa January 29, 2010 


Coalition of Ontario Psychiatrists January 26, 2010 
College Student Alliance Written Submission 
Colleges Ontario February 3, 2010 
Common Voice Northwest January 28, 2010 
Community Living Essex and Community Living Windsor January 26, 2010 
Community Living London January 26, 2010 
- Community Living Ontario January 25, 2010 
Community Living Tillsonburg January 26, 2010 
Community Living Toronto February 3, 2010 
Community Residential Hospices in Ontario / Hospice Niagara January 25, 2010 
Conceivable Dreams — the OHIP for IVF Coalition February 3, 2010 
Co-operative Housing Federation of Canada — Ontario Region February 2, 2010 


Sheila Cornell Written Submission 


Council of Ontario Construction Associations Written Submission 


Ron Dancey Written Submission 


Dieticians of Canada Written Submission 


Diocese of Toronto Written Submission 


Domtar January 28, 2010 
Dryden, City of January 28, 2010 
Eastholme Home for the Aged January 28, 2010 
Elementary Teachers’ Federation of Ontario ~~ February 1, 2010 
Employees of TVO/TFO Written Submission 
ErinoakKids Centre for Treatment and Development February 3, 2010 
Extendicare Kingston January 29, 2010 


Family Alliance Ontario Written Submission 


Fanshawe College of Applied Arts and Technology January 26, 2010 


Fort Frances, Town of Written Submission 


Frontenac-Kingston Council on Aging January 29, 2010 
Gilbert Gagnon January 28, 2010 


| 
Home Ownership Alternatives February 2, 2010 


Interfaith Social Assistance Reform Coalition January 26, 2010 


Kingston Community Roundtable on Poverty Reduction January 29, 2010 


. . 


Lyme Action Group Written Submission 


Magazines Ontario Written Submission 
Markham, Town of Written Submission 
MEDEC — Canada’s Medical Health Technology Companies Written Submission 


MultiFaith Alliance to End Homelessness Written Submission 


Multiple Sclerosis Society of Canada — Ontario Division January 25, 2010 


Niagara Health System January 25, 2010 
Niagara Home Builders’ Association January 25, 2010 
Niagara, Regional Municipality of January 25, 2010 
Nipissing Parry Sound Catholic District School Board January 28, 2010 
Nortel Retirees and Former Employees Protection Canada February 3, 2010 
North Bay, City of January 28, 2010 
North Lambton Community Health Centre January 26, 2010 
Northwest Catholic District School Board Written Submission 
Northwestern Ontario Municipal Association January 28, 2010 
ODSP Action Coalition January 29, 2010 
One Kids Place January 28, 2010 
One School System Network January 25, 2010 
Ontario Association of Children’s Aid Societies February 1, 2010 
Written Submission 


Ontario Association of Children’s Rehabilitation Services 


Saeets Association of Non-Profit Homes and Services for February 2, 2010 


Ontario Association of Optometrists January 26, 2010 
Ontario Association of Residences Treating Youth January 29, 2010 
Ontario Bar Association February 2, 2010 
Ontario Bioscience Industry Organization Written Submission 
Ontario Campaign 2000 February 2, 2010 
Ontario Catholic School Trustees’ Association Written Submission 
Ontario Cattlemen’s Association Written Submission 
Ontario Chamber of Commerce February 2, 2010 
Ontario Chiropractic Association February 2, 2010 
Ontario Coalition for Better Child Care . February 3, 2010 
Ontario Coalition of Independent LIF Holders Written Submission 


Ontario Collaborative Group on Healthy Eating and Physical 
Activity Advocacy Subcommittee 


Ontario College of Family Physicians February 2, 2010 
Ontario Community Support Association February 1, 2010 


Written Submission 


Ontario Community Support Association — Cassellholme East 
Nipissing District Home for the Aged RanUarye SLO) 


Ontario Community Support Association — Grace Haven January 28, 2010 


Ontario Community Support Association — Grafton Gage January 25, 2010 


Recas Community Support Association/Victorian Order of January 29, 2010 


February 1, 2010 
Ontario Convenience Stores Association February 3, 2010 


Ontario Council of Hospital Unions January 29, 2010 


Ontario Confederation of University Faculty Associations 


Written Submission 


Ontario Dental Hygienists’ Association 


Ontario English Catholic Teachers Association Written Submission 
Ontario Federation of Agriculture January 26, 2010 
Ontario Federation of Labour February 2, 2010 
Ontario Forest Industries Association January 28, 2010 
Ontario Fruit and Vegetable Growers’ Association Written Submission 
Ontario Grains and Oilseeds January 26, 2010 
Ontario Health Coalition February 1, 2010 
Ontario Home Builders’ Association February 1, 2010 
Ontario Home Care Association Written Submission 
Ontario Homes for Special Needs Association Written Submission 
Ontario Hospital Association February 2, 2010 
Ontario Literacy Coalition January 28, 2010 
Ontario Long Term Care Association February 2, 2010 
Ontario Municipal Social Services Association Written Submission 
Ontario Nurses’ Association Written Submission 
Ontario Public Sector Employees Union February 1, 2010 
Ontario Real Estate Association Written Submission 
Ontario Restaurant, Hotel and Motel Association February 2, 2010 
Ontario Road Builders’ Association February 3, 2010 
Ontario Trucking Association February 3, 2010 
Ontario Undergraduate Student Alliance February 1, 2010 


Ontario Undergraduate Students’ Association/University January 26. 2010 
Students Council University of Western Ontario - ty: 


OnTrace Agri-Food Traceability Written Submission 
Ottawa Poverty Reduction Network January 29, 2010 
Owen Sound, City of February 3, 2010 
Parents for Children’s Mental Health January 25, 2010 
Peel Poverty Action Group February 2, 2010 
Peel, Regon of February 2, 2010 
People First Tillsonburg January 26, 2010 
People for Education February 2, 2010 


Perth and Smiths Falls District Hospital/Brockville General January 29, 2010 
Hospital 


Police Association of Ontario Written Submission 
Joseph Polito Written Submission 
Providence Care January 29, 2010 
Registered Nurses’ Association of Ontario February 2, 2010 
Registered Practical Nurses’ Association of Ontario Written Submission 
Retail Council of Canada January 25, 2010 
Santa Claus Parade February 2, 2010 


Sarnia Lambton Health Coalition January 26, 2010 
Scotiabank Group February 1, 2010 
Seneca College February 3, 2010 
Service Employees International Union February 1, 2010 
Louis B. Shalako Written Submission 
Share the Road Cycling Coalition February 3, 2010 


Sherbourne Health Centre Written Submission 
Alan M. Slater Written Submission 


Smiths Falls January 29, 2010 


Social Assistance Reform Network Niagara January 25, 2010 
South East LHIN Community Health Centres | January 29, 2010 
Southern Ontario Library Systems January 29, 2010 
Spirits Canada February 3, 2010 
Sport Matters Group January 29, 2010 


Sports 4 Ontario Written Submission 
St. Lawrence College January 29, 2010 
St. Stephen Community House Written Submission 


Temagami Stewardship Council Written Submission 


Donna Thomas Written Submission 
Tillsonburg, Town of January 26, 2010 
Toronto Board of Trade February 3, 2010 


Toronto Windfall Clothing Support Service January 25, 2010 
Toyota Canada ~ Written Submission 
United Steelworkers Union — National Office February 1, 2010 
University of Western Ontario January 26, 2010 
Terry Ussher Written Submission 
Erin Weir, United Steelworkers Union February 1, 2010 
Wellesley Institute February 1, 2010 
Wellesley, Township of January 26, 2010 
Wilfrid Laurier University February 3, 2010 
Edith J. Woodbridge Written Submission 
Working Forest Newspaper January 28, 2010 


Yellow Shirt Brigade of Niagara January 25, 2010 
YWCA Toronto Written Submission 


APPENDIX B 


DISSENTING OPINION OF THE 
PROGRESSIVE CONSERVATIVE MEMBERS 
OF THE COMMITTEE 
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Standing Committee on Finance and Economic Affairs 


Back of the Pack: 
The Burden of Dalton McGuinty’s Debt, Taxes, and Red Tape Revealed 


2010 Pre-Budget Consultation 
Progressive Conservative Caucus, Official Opposition 
Dissenting Report 


Participating Official Opposition Members: 
Norm Miller (Parry Sound-Muskoka, P.C.) 


Toby Barrett (Haldimand-Norfolk, P.C.) 
Peter Shurman (Thornhill, P.C.) 


2010 Pre-Budget Consultation: Progressive Conservative Caucus Official Opposition Dissenting Opinion 
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Introduction 


The Canadian economy faired better than most during the recent recession. However, within our 
borders, Ontario continues to lag far behind other provinces, solidifying its position as a have-not province 
and confirming the McGuinty Government's position as “Canada’s Worst Government”.' Worse still, 


economists across the country predict that Ontario will continue to trail the nation in economic recovery.” 


“For Ontario, 2009 was a year to forget.” 
~ CIBC World Markets Inc., Economic Insights, January 28, 2010 


On October 22, 2009, the McGuinty Government announced its record-shattering $24.7-billion deficit, 
larger than the deficits of every other provincial and territorial government combined. Every hour, twenty- 
four hours a day, the McGuinty Government spends $2.8 million more than it receives in revenue. At this 
current rate of spending, Dalton McGuinty is on course to double Ontario’s debt by 2012-13. 


Since Dalton McGuinty came to office, Ontario's debt has grown by $65 billion or 45%, while government 
spending has increased 65%. Yet, over the same period, Ontario's economy has only grown by 5.7%. 


On a per household basis, Dalton McGuinty has increased Ontario’s debt by $13,500 for every family in 
Ontario. 


The McGuinty Government’s astonishing $24.7-billion deficit is a record by any measure 


90/91 95/96 00/01 05/06 10/11 


Budget Balance (L) nuns > OF GDPo(R} 


When it comes to private-sector jobs, Dalton McGuinty has the second worst record in Canada. Despite 
spending more than $32 billion on stimulus and promising to create more than 1 million new jobs, the 


" Terence Corcoran, “Canada’s Worst Government,” Financial Post (October 17, 2009) 
* Warren Jestin, Scotiabank, expert testimony, 2010 Pre-budget consultations (February 1, 2010) 
> CIBC Economics, “Provincial Budget Briefs” (October 22, 2009) 
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McGuinty Government presided over a net loss of 141,600 net jobs in 2009. Today Ontario's 
unemployment rate remains stuck above the national average. 


While Dalton McGuinty has presided over a staggering expansion of the public sector, expanding eight 
times as fast as private-sector jobs, Ontario’s manufacturing job losses topped the nation, lopping more 
than 1.5% off total employment.* To date, 279,000 net manufacturing jobs have been lost under 
McGuinty’s watch — more than one out of every four manufacturing workers left unemployed. 


“Our members remain concerned about the regulatory burden that 
exists in Ontario. In fact, more than half believe their burden 
remains the same as it was four years ago and the other half 


believe it’s worse. So it’s either worse or it hasn’t improved.” 
~ Merv Hillier, President and CEO, Certified Management Accountants 
of Ontario, February 3, 2010 


Private-sector growth has also lagged, in large part, due to Dalton McGuinty’s excessive red tape and 
regulatory burden. Red tape costs money and kills jobs. The Canadian Federation of Independent 
Businesses’ “Regulatory Accountability Progress Report” gives 3 thumbs down for Ontario for no publicly 
reported measure for red tape, no current measurement of red tape, and no permanent (legislated) 
commitment to report on red tape. The CFIB estimates that the red-tape burden in Ontario is costing 
businesses $11 billion per year, the most of any province in Canada. 


For Ontario to resume its place as the economic engine of Confederation, the Progressive Conservative 


Caucus presents the following recommendations focused on three priority areas: deficit reduction, tax 
relief targeted at job creation, and an aggressive red-tape reduction strategy. 


Deficit Reduction 


“Our members were chiefly concerned about the size of the 
debt, the size of the deficit, and the lack of an articulated plan 


to eliminate that deficit.” . 
~ Gerry Macartney, CEO, London Chamber of Commerce, Pre- 
Budget Consultation, January 26, 2010 


The issue of deficit and debt reduction was a common theme among presenters at the pre-budget 
consultations this year. These groups included the Certified Management Accountants of Ontario, 
Ontario Chamber of Commerce, Warren Jestin of Scotiabank, Canadian Independent Federation of 
Business, National Citizens Coalition, and London Chamber of Commerce, among others. 


Ontario is facing an enormous structural deficit. By 2011-12, the Ministry of Finance projects that the 
province will be raising $100 billion in revenue, topping the previous record set in 2007-08 of $97 billion, 
but the McGuinty Government still expects to post a $19.4-billion deficit. In other words, revenue will 
have increased 46% since the year Dalton McGuinty took office -- with the Ministry of Finance expecting 
rebounded economic growth — and yet expenses will still exceed revenue by nearly $20 billion, indicating 
that the McGuinty 2011-12 deficit is not caused by a revenue problem. 


* CIBC Economic Insights, January 28,.2010 
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ONTARIO’ SPENDING 
PROBLEM 


=== Government Revenue 

ome Government Spending 
What spending would have been 
with restraint (increasing at 
population and inflation growth) 


ioe ee ec ee Ae pera coven 
03/ °04/ ’05/ '06/ '07/ ’08/ '09/ °10/ '11/ 
704 705 ‘06 “07 08 ‘09 710 “11 712 
NOTE: 2009/10 to 2011/12 are forecasts 


SOURCE: 2009 ONTARIO ECONOMIC OUTLOOK 
AND FISCAL REVIEW; THE FRASER INSTITUTE 
ANDREW BARR / NATIONAL Post? 


Deputants before the committee clearly and repeatedly articulated the need for prioritizing provincial 
spending. A strategic approach to spending that focuses on clear priorities is essential if the Liberal 
Government is to achieve program spending restraint. 


Increasingly Dalton McGuinty has abandoned his responsibility to Ontarians to ensure that taxpayers’ 
dollars are used prudently. Local Health Integration Networks are perhaps the most glaring example of 
McGuinty’s attempt to deflect responsibility for health-care decision making. 


Health care comprises 42% of the Ontario government's total program spending and is projected to rise 
to 50% as Ontario’s population ages. Despite the addition of a massive new so-called health tax that has 
raised $15 billion in revenue to date, Ontario hospitals still report huge deficits and additional stranded 
debt while access to health care has failed to improve for patients. As a result, the administration of 
health care funding must be subject to an actuarial analysis, as suggested by the Ontario Chamber of 
Commerce, to provide transparency and accountability and ensure prudent long-term planning. 


Other suggestions from stakeholders include a competitive bidding process for government services that 
would permit bids from both the public and private sector, and working with private and public sectors to 
develop a longer-term growth plan that will ensure Ontario's future success. In order to ensure that public 
funds reach their intended purpose, the Progressive Conservative Caucus also recommends a halt on 
new program spending until a review of all programs has been undertaken to address efficiencies and 


> Niels Veldhuis, “Dalton McSpendy,” Financial Times (October 26, 2009) 
° Merv Hiller, President & CEO, Certified Management Accounts of Ontario, Pre-Budget Consultations 
(February 3, 2010) 
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accountability. Stakeholders and families are looking for value-for-money in government programs, a 
reduction in discretionary spending, and an overall audit of efficiency.’ 


The Ontario PC Caucus has also called for Dalton McGuinty to restore some sanity to government 
spending by capping program spending at the 2010-11 estimate provided in the 2009 budget. For 
example, the $5 billion in one-time spending on auto bailouts and H1N1 in this year’s budget should not 
be rolled into baseline spending for future budgets. 


Table 3 

2009-10 Summary of In-Year Expense Changes Since Budget 
($ Millions) 

Program Expense Changes 


Non-Core Program Expense Changes 
One-Time Expense 


Automotive Sector Support 4,000.0 
Ministry of Health and Long-Term Care — Province's response to the H1N1 Flu Virus 650.0 
Total One-Time Expense 4,650.0 
Additional Funding Related to the Economic Downturn ; 
Ministry of Training, Colleges and Universities — Labour Market and Training Programs 294.7 
Ministry of Community and Social Services — Social Assistance 254.2 
Ministry of Education: School Boards — Lower-than-Forecast Education Property Tax Revenues 30.0 
Total Additional Funding Related to the Economic Downturn 578.9 
Total Non-Core Program Expense Changes 5,228.9 
Core Program Expense Changes 
Ministry of Health and Long-Term Care — OHIP Increase 700.0 
Ministry of Training, Colleges and Universities — OSAP and Enrolment Pressures 95.0 
All Other Core Program Expense 16.9 
Total Core Program Expense Changes 811.9 
Net Changes to Contingency Funds (1,330.0) 
Total Program Expense Changes 4,710.9 
Interest on Debt 105.0 
Total In-Year Expense Changes Since Budget 4,815.9 
Medium-Term Fiscal Projections ($ Billions) 
Actual | Projected Outlook 
2008-09 pk see? Foe) Ee ee ee ee ee ee ee ee 
' 2009-10 2010-11 2011-12 
1 
Revenue 90.5} 90.2 99.3 100.0 
' 
Expense ' 
Programs 88.3 : 104.3 108.6 106.3 
' 
Interest on Debt 86. 9.4 10.6 11.9 
\ 
Total Expense 96.9, 113.7 119.2 118.2 
Reserve i WES 1.2 diZ 


Surplus/(Deficit) (24.7) (21.1) (19.4) 


a 
b 
> 


As the chart above illustrates, the projected outlook for 2010-11 program spending has grown to $108.6 
billion. 


Targeted Tax Relief 


“On the short term side, our members believe there’s a need to 
have a continued focus by the government on tax 


competitiveness...” 
~ Merv Hiller, President and CEO, Certified Management Accounts of 
Ontario, February 3, 2010 


i § P 
Ibid. 
* Ministry of Finance, “Ontario Economic Outlook and Fiscal Review” (October 2009) 
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Since 2003, a host of new taxes, fees, permits, and licenses have been introduced under Dalton 
McGuinty, raising the cost of living and making the province uncompetitive with comparable jurisdictions. 
The health tax, corporate income taxes, small business taxes, driver's license renewal fees, taxes on 
beer, wine and spirits, new land transfer taxes and vehicle registration fees in Toronto, OHIP de-listings 
like chiropractic services, eye exams, physiotherapy services, electronics taxes, tire taxes, and 
commercial vehicle operators registration license fees are but a few of these new burdens. The 
implementation of the $3 billion HST tax grab alone amounts to the largest single tax increase in the 
history of Ontario. 


Despite Dalton McGuinty’s claim that the HST will not punish middle-class families, his government's own 
estimates reveal that Ontario families and seniors will pay approximately $100 more for electricity and 
$125 for natural gas each year. These figures will be much higher for rural and northern consumers, 
where usage and distribution costs are higher. Moreover, according to figures in Budget 2009, the HST 
will raise the McGuinty Government $2.6 billion in the first year of implementation alone, growing to $9.6 
billion in 2012. TD Economics predicts the HST will lead to inflation and “$2.5-3 billion in additional costs 
that households will be paying.”” 


In order to stimulate the economy and create jobs, targeted tax relief is essential. The government 
should suspend all payroll taxes like the EHT and WSIB premiums on new hires for one year, making it 
more affordable for small businesses to hire new staff. The Ontario PC Caucus also proposes a one-year 
suspension of the land-transfer tax on residential houses that will make home ownership more atiaidanic 
for young families — and help create new construction jobs. 


“I think it’s also critical that we don’t try and pick winners and 
losers on a specific basis. We’ve got to establish a globally 


competitive tax environment, and the winners will rise to that 
particular reality.” 
~ Warren Jestin, Chief Economist, Scotiabank, dpacayee 1, 2010 


The McGuinty Government must also put an end to its practice of picking winners and losers in the 
private-sector economy. In the last year alone, Dalton McGuinty has proposed or handed out more than 
$8.5 billion in corporate subsidies and welfare. Most recently, the sole-sourced McGuinty-Samsung deal 
granted the international industrial giant preferential treatment within Ontario’s energy sector. The 
Association of Power Producers of Ontario, Canadian Wind Energy Association, and Canadian Solar 
Industries Association all condemned this blatant preferential treatment given to a multinational 
corporation with little experience in renewable energy generation and development in Ontario. 


“Venture-capital-backed companies are high value-added to our economy as they are 
export- and R&D-intensive and, most importantly, they are fast growers. A venture- 
backed company grows five times faster than the economy as a whole, and that has a 


significant impact on job creation. Throughout Ontario, however, we are in crisis. 
Investment in these industries is down dramatically over the last several years.” 

~ Mark McQueen, President and CEO of Wellington Financial, Canada’s Venture Capital and 
Private Equity Association, February 1, 2010 


° TD Economics, “The Impact of Sales Tax Harmonization in Ontario and B.C. on Canadian Inflation,” 
Special Report (September 18, 2009) 
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Complementing targeted tax relief is improved access to venture capital. Venture-capital-backed 
companies in Canada represent close to 150,000 jobs or 1.3% of all private sector employees. In 2007, 
Canadian venture-capital-backed companies injected $14.5 billion into the Canadian economy. 


Unfortunately, venture capital financing in Ontario has plunged from $1.5 billion in 2000 to $236 million in 
2007. In 2008, it was down to $88 million. As of the 3 quarter of 2009, only $24 million was invested in 
Ontario venture-capital-backed companies — a multi-decade low for the province. 


The McGuinty Government's Ontario Venture Capital Fund has proven an utter failure, with only 3 


committed projects for 2009 and none of the monies deployed. The only conclusion to draw is that the 
fund guidelines should be revisited and completely overhauled to ensure greater job creation. 


Red Tape 


“Businesses across Ontario continue to cite regulatory costs as 
their greatest impediment, and a dollar spent managing red tape is 


a dollar less for investment or hiring new people.” 
~ Stuart Johnson, VP, Policy and Government Relations, Ontario 
Chambers of Commerce, February 2, 2010 


Budget 2008 claimed that modernizing regulation would be a priority and included a goal to eliminate 
regulations for every new piece of red tape enacted. Failing to deliver on this commitment, the McGuinty 
Government reiterated its desire to tackle the provincial regulatory and red-tape burden in Budget 2009, 
with a commitment “to expand Open For Business, [the government's] plan to make government faster 
and friendlier...”'° Dalton McGuinty promised to reduce red tape and regulation by 25% in two years, an 
ambitious target the McGuinty Government has not even approached accomplishing. 


According to the Canadian Federation of Independent Business, red tape and regulation in Ontario 
present a cost to business totalling $11 billion, '’ and virtually every sector that presented to the Standing 
Committee on Finance and Economic Affairs:spoke to the challenges created by red tape, regulation, and 
well-intended but poorly implemented legislation. 


For example, municipalities in the Niagara region are effectively shut down as a result of the unintended 
consequences of the greenbelt initiative where growth is forced to develop away from existing 
infrastructure and from where families want to live. Additionally, these municipalities explained that the 
province’s new Places to Grow policy dictates densities that may be unachievable. 

The Chemistry Industry Association of Canada explained that the overall policy environment for 
manufacturing isn’t friendly and investor perception has soured. 


The Ontario Forest Industries Association pointed out that under Ontario’s Endangered Species Act, 
wood turtle habitat regulation will threaten up to 40% of the total available fibre in some forest 
management units. 


Long-term care homes highlighted the additional direct and indirect costs of draft regulations under the 


new Long-Term Care Homes Act which are expected to be about $34 million, which could have the effect 
of reducing care and services elsewhere in homes. 


© Ontario Ministry of Finance, “Budget 2009” (March 2009) 
" CFIB, “Prosperity Restricted by Red Tape,” 2™ Edition (November 2009) 
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Challenges to business from a red tape and regulatory perspective are near epidemic and no doubt a 
significant contributor to abysmal corporate tax revenues posted in 2009, which the McGuinty 
Government predicted at $12.3 billion and in reality came in at $6.7 billion. 


Only an aggressive approach to controlling unnecessary regulation and red tape will improve Ontario's 
economic environment and create a business friendly climate. This culture change must emanate from 
the Premier's Office and flow through Cabinet and the civil service to truly be effective. Specifically, the 
culture of government must change so that its role is to assist the private sector in finding cost effective 
ways to comply with government legislation, as opposed to doling out punishments for lack of 
compliance. 


The Progressive Conservative Caucus proposes that the McGuinty Government undertake the following: 


e Amember of Cabinet should be made specifically accountable for the reduction of red tape 
across government 


e Re-instate the Red Tape Commission led by this member of Cabinet, which would have the 
responsibility to: 


o Help to inform business of regulation and assist in achieving compliance 

o Consider principles and outcomes-based approaches before proceeding to impose 
prescriptive rules-based regulation 

o Undertake an assessment of any proposed legislation or regulation and determine 
its economic and administrative impact. The assessment should include a review of 
the additional burden on business as well as the cost on government to implement 
said legislation 

o Review all existing legislation, regulations, and forms and undertake to remove those 
which are outdated and streamline others wherever possible 

o Establish hard targets like counting the number regulations for each Ministry, 
decrease and streamline these figures, and report to Cabinet at regular intervals on 
progress made 


e Amoratorium on new regulations should be in place until the commission is in place 


Conclusions 


In November 2009, the Auditor General of Ontario reported his findings on the McGuinty Government. 
Fiscal mismanagement, questionable contracting practices, and wasteful spending were found to be 
rampant throughout the Liberal Government. At the same time, the economy turned, the private sector 
shed tens of thousands of jobs, and Ontario tumbled into have-not status for the first time in its history. 
Government spending under Dalton McGuinty has reached epic proportions and is projected to be $119.2 
billion in 2010-11, a year the McGuinty Government expects to post a $21.1 billion deficit. During his 
expert testimony at the 2010 pre-budget consultations, Warren Jestin, Chief Economist for Scotiabank, 
remarked that as the economy recovers, Ontario will need to rely much more on the private sector. He 
added that government deficits have gone up to levels that are going to be very difficult to turn around 
because of the cumulative impact on the debt. Ontario must cut down the growth in spending and ensure 
sustainable revenue generation. Similarly, an Ontario Fiscal Update report by TD Economics calculates 
that “total program spending growth in Ontario” must be reduced to 1% per year in order to balance the 
provincial budget by 2016- Waa 


'2 TD Economics, “Ontario Fiscal Update” (October 22, 2009) 
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For 7 days, nearly 140 groups made presentations to the Standing Committee on Finance and Economic 
Affairs, dozens more made written submissions. Deputants made over 1,000 recommendations to the 
McGuinty Government. 


Of these, a significant number commented on the broad themes of deficit reduction through strategic 
spending, job creation and economic growth via sound tax policies, and thwarting excessive red tape and 
regulation. . 


The time has come for Dalton McGuinty to heed this advice and take action to implement meaningful 
policy changes that will propel Ontario from worst to first. 
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Appendix A 


The Ontario PC Small Business Jobs Plan will get government out of the way of job creators and help re- 
start the economic engine of Ontario. 


This plan includes: 


Repealing the McGuinty Government's job-killing Bill 119, which forces independent operators 
and sole proprietors into the WSIB system and requires WSIB coverage for office and secretarial 


_ staff who will never set foot on a construction site 


Ensuring permanent small business representation on the WSIB 


Calling for a one year payroll tax holiday that will make it more affordable for small businesses to 
hire new staff; and a one year suspension of the land-transfer tax that will make home ownership 
more affordable for young families — and help create new construction jobs 


~ Re-instating a Red Tape Commission that will eliminate the many unnecessary regulations that 


punish small businesses 


Implementing a moratorium on new regulations that will impact small business jobs until the Red 
Tape Commission is in place to reduce the overall regulatory burden 


Turning Ontario's 3:1 journeyman-to-apprentice ratio into a 1:1 ratio. This will help more young 
tradespeople into the market, and make it more affordable for small businesses to hire new 
workers 


Suspending the McGuinty Government's decision to place 100% of the cost burden for the blue 


- box program on small businesses and maintain the existing 50-50 split 


Continuing to use every tool available to stop Dalton McGuinty’s plan to merge the GST and PST 
into a super ‘Dalton’s Sales Tax’ that will take $3 billion out of the pockets of consumers and kill 
jobs 
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Appendix B 


In December 2009, Tim Hudak and the PC Caucus called for immediate and urgent action to provide a 
new direction for the Northern Ontario Economy. 


These ideas include: 


e Opposing the McGuinty Government's Bill 191 which bars development in half the territory north 
of the 51st parallel. This restrictive legislation seeks to appease Southern Ontario special interest 
groups at the cost of denying Northern residents of one of their last remaining sources of 
economic leverage — their land 


e Making significant investments in Northern infrastructure to facilitate business growth through 
ensuring accessible and reliable transportation channels to move goods to and from market 


e Investing in high-speed broadband so small businesses can prosper and take full advantage of a 
global marketplace . 


e Reducing and eliminating unnecessary legal and regulatory hurdles to resource development and 
reinvest revenues from developments in Northern projects that support economic growth 


e Empowering Northern municipalities and First Nations by providing local leaders with a real say 
on where revenues from resource developments should be directed 


e Strengthening and building new partnerships between Northern businesses and post-secondary 


institutions. NORCAT is a strong example of how businesses and educators can work together to 
fuel innovation and strengthen the skills base of local workers 
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2010 Dissenting Report 


The deficit 


Ontario is not standing at a fiscal abyss and that we are not experiencing a 
structural deficit. On relatively conservative assumptions concerning the pace of 
economic recovery, Ontarians can reasonably expect their provincial budget to 
move back into balance within six years (by 2016-17) without any government 
action beyond normal revenue and expenditure management. 


Even if instead of taking six years to get back to a balanced budget situation, it 
takes eight years, the budget would still be balanced by 2018-19. And that is 
based on a very, very, conservative long-term growth rate assumptions of Sih 
which is well below the post-recession historical norm. 


History suggests that when Ontario has had recessions before, fiscal balances 
have recovered more quickly than estimates suggested at the time. Following the 
two major recessions of 1981 and 1991, and the more limited slow down in 2001, 
Ontario’s economy bounced back within four to eight years. 


Following the ’80-’82 recession, Ontario’s economy had bounced back to its 
long-term growth path by 1985. Following the 1991 recession, the economy was 
well on the road to recovery after the bottom of the cycle in 1992-3 when 
disastrous fiscal and monetary policies produced a so-called “double dip”. Three 
years into the recovery, spending cuts both in Ottawa and Queen’s Park acted as 
a fiscal drag on the economy. And ill-advised Bank of Canada monetary policies 
pushed interest rates and exchange rates up, choking off the recovery just as it 
was gaining traction. Even with that interruption, Ontario's economy had pushed 
above its trend line by 1999. 


The government's fall economic statement projects that between 2008-09, the 
last fiscal year, and 2010-11, the next fiscal year, the provincial debt will rise by 
40%. However, it projects that over this same period, debt-servicing costs will 
increase by 23%. In other words, borrowing will increase interest costs by little 
more than half as much as the overall debt. 


Even after this increase in debt-servicing costs, the Ontario government will still 
be paying less to service the debt next year than it did as recently as the 2000-01 
fiscal year — a full eight years into the recovery from the recession of the early 
nineties. This yet another reason not to over-react to the headline deficit number 
of $25 billion. 


What we should not do 


The government and some outside commentators have floated the ideas of 
reducing the deficit in the short term by cutting provincial expenditures and 
selling provincial Crown corporations. Both policies should be rejected. If 
implemented, they would risk increasing deficits in the long term. 


The projected annual deficits in the next couple of fiscal years are approximately 
$20 billion. Cutting that amount of money out of the provincial budget would 
involve completely closing down the Ministry of Health or eliminating the entire 
public school system as well as all social services. Whether it is the 
Chretien/Martin cuts of the mid-nineties or the Harris cuts at roughly the same 
time, history shows that this is simply not the responsible way of dealing with 
cyclical deficits. 


According to the government's fall economic statement, Ontario has the second- 
lowest program expenditures per capita of any Canadian province. If the public 
sector were cut dramatically, it could compound the contraction that has already 
occurred in the private sector, prolonging Ontario’s recession and jeopardizing 
the economic recovery that will increase provincial revenues and balance the 
budget in the medium to long term. 


Another proposal that has been floated by the McGuinty government has been to 
raise money by selling provincial assets. If taken to the extreme, this proposal 
would worsen future deficits by removing the more than $4 billion of annual 
revenues that Crown corporations currently contribute to the provincial treasury. 
In exchange, as privatized enterprises, they would pay about $400 million in 
provincial corporate income tax. They would pay a further $600 million in federal 
corporate income tax, leaving about $3 billion of after-tax profits for the private 
owners. 


The net loss to Ontario’s treasury from privatizing all Crown corporations would 
be $3.6 billion per year. If we assume that provincial bonds pay approximately 
5% interest, to save $3.6 billion in annual interest charges, the Ontario 
government would need to reduce its borrowing by $72 billion. In other words, 
just to break even on privatizing Crown corporations, the Government of Ontario 
would need to sell them for $72 billion. This is simply not going to happen nor 
should it happen. 


What the government should do 


Having discussed what the Government of Ontario should not do in response to 
the deficit, the question arises as to how best to balance the budget over the 
business cycle. 


First, the government should continue to help the economy recover by investing 
in infrastructure, especially the green infrastructure that will be needed to reduce 
Ontario’s carbon emissions going forward. 


These investments should be combined with proactive domestic procurement 
policies to maximize the amount of investment and jobs that they generate in the 
province’s private sector. Using domestic procurement in a strategic manner to 
kick-start the high-growth industries of the future makes good sense. In that 
regard, we are very concerned that the recent Canada - U.S. “Buy America” 
agreement will tie the hands of both provincial and municipal governments to use 
domestic procurement to bring scale to promising businesses in high growth 
sectors. If domestic procurement targets are effective in bringing scale to transit 
and Green Energy manufacturers, why not use similar mechanisms to bring _ 
scale to Ontario-based medical device manufacturers, companies involved in 
Low Emission Vehicle production, etc. 


Second, the Government of Ontario must maintain appropriate tax rates so that 
provincial revenues will rebound as the economy recovers. In particular, we 
would advocate maintaining the provincial corporate income tax rate at 14%, 
rather than cutting it to 10%. 


Table 2 in the government document entitled Tax Plan for Jobs and Growth 
indicates that the corporate income tax cut will reduce revenues by $2.4 billion 
per year when fully implemented. The implication is that maintaining a 14% 
corporate income tax rate would increase future revenues by at least this 
amount. It would eventually increase provincial revenues by more than that 
amount after corporate profits begin growing again. 


Corporate tax cuts are a very ineffective form of economic stimulus. In Finance 
Canada’s last Budget Plan it estimated that each dollar of corporate income tax 
cuts adds only 10 cents to Gross Domestic Product this year and 20 next year. 
By comparison, each dollar of additional infrastructure spending adds a dollar to 
Gross Domestic Product this year and $1.50 next year. 


These numbers do not come from the NDP. They come from a Conservative 
federal government that is cutting its own corporate income tax rate to 15%. 


So, if Ontario were to keep its provincial corporate income tax rate at 14%, the 
combined federal-provincial rate in Ontario would be only 29%. By comparison, 


the U.S. federal corporate tax rate is 35% and American state corporate income 
taxes typically bring the combined total up to about 40%. So, Ontario does not 
need provincial corporate income tax cuts to be competitive with the United 
States. 


When American-based corporations repatriate profits from Ontario to the United 
States, they pay the American federal corporate tax rate minus taxes already 
paid in Canada. The effect of reducing Canadian corporate taxes further below 
the 35% American federal rate is not to give more money to the Ontario 
operations of American corporations, but rather to redirect their tax payments 
from the Government of Ontario to the U.S. Government. Maintaining the 14% 
provincial corporate income tax rate would retain more of these revenues in 
Ontario. 


Finally, we would suggest that Ontario should maintain a capital tax for financial 
institutions. Table 2 in the Tax Plan for Jobs and Growth indicates that removing 
the capital tax from banks will cost about half a billion dollars per year. That is 
more than one-third of the total cost of eliminating Ontario’s corporate capital tax 
on all Ontario businesses. 


Most Canadian provinces have also eliminated their corporate capital taxes, but 
several have retained corporate capital taxes for banks. South of the border, 
President Obama is introducing a new tax on bank liabilities. A capital tax on 
banks (which is mostly a tax on legislated reserves) has a very different impact 
on job creation than a capital tax on manufacturers. Taxing paid-up bank capital 
is a good way of taxing banks and a good way of raising revenue. 


Jobs 


The NDP believes that by far the most important problem the budget must 
address is jobs — particularly in the manufacturing and resource sectors 


Since the financial crisis hit the labour market in October 2008, Ontario has lost 
116,000 manufacturing jobs. Since manufacturing employment peaked in 
November 2002, Ontario has lost a grand total of 327,000 manufacturing jobs. 


The appropriate policy response is to enact measures that are directly targeted 
toward creating jobs. In this context, the government's Harmonized Sales Tax 
inputs costing the Treasury $4.5 billion annually and its corporate income tax 
rate reduction costing the Treasury $2.4 billion annually, dramatically fail the 
test. 


The NDP simply doesn’t believe that these tax cuts are the best possible use of 
nearly $7 billion per year. A more targeted use of nearly $7 billion - in fact far less 
money - could create many more jobs. In particular, the creative and timely use 
of tax credits for new investment and new hiring in Ontario, as is done in 

~ Quebec, Manitoba and other provinces, is a far more effective way of creating 
jobs. This is worth discussing further. 


Ontario's Tax Plan for Jobs and Growth provides tax breaks for the use of inputs 
and for the generation of corporate profits. However, the NDP most emphatically 
believes that the goal of public policy is not to encourage the use of more inputs 
or to increase profits as goals in themselves. Quite the opposite, we believe that 
the goal is to increase investment and employment in Ontario. So, why not 
instead institute tax credits that are directly related to investment and/or 
employment in the province? 


A second aspect of targeting is concentrating on new economic activity rather 
than on activity that would have taken place anyway. Most of the $4.5 billion of 
input tax credits provided through harmonization will reduce the cost of inputs 
that Ontario businesses would have purchased in any case. Similarly, most of the 
$2.4 billion of corporate income tax reduction will be on profits that would have 
been generated in Ontario anyway. Very little of this funding will go to inputs for, 
or profits from, new investments. 


A final aspect of targeting is focusing on those industries that are most vulnerable 
to international competition and most able to move to other jurisdictions. Some 
industries, like manufacturing, are completely exposed to foreign competition and 
very mobile between different parts of the world. For example, it is possible for a 
factory to close down in Ontario, reopen in China, and continue selling its output 
into the North American market. 


Other industries, like construction, are much more sheltered from international 
competition and are inherently based in the local economy. For example, it is 
impossible to construct a building in China, put it on a barge, and move it to 
Ontario. 


Economic policy should be more concerned about the first type of industry. If 
Ontario can retain a good share of internationally mobile industries like 
manufacturing, then the provincial economy will prosper and locally-oriented 
industries will do well as a consequence. 


From this perspective, Ontario’s HST is quite poorly targeted. In fact most of 
the Harmonized Sales Tax’s input credits will go to the construction industry. 


Specifically, construction will get $2.3 billion out of $4.5 billion. Most of 
harmonization’s input tax credits are targeted at an industry that is not very 
exposed to international competition and has very little capacity to relocate to 
other jurisdictions. 


Much has been made of these input tax credits being a boon to manufacturers, 
who often use inputs multiple times throughout the production process. But the 
government’s own documents shows that manufacturing will get $510 million of 
input tax credits. That is only about 11% of the total being spent on input tax 
credits. By contrast, the most recent available Statistics Canada figures indicate 
that manufacturing accounts for 17% of Ontario’s Gross Domestic Product. 


So, the input tax credits delivered through the Harmonized Sales Tax will provide 
disproportionately little support to manufacturing, an industry which we would 
argue is disproportionately in need of support. In fact, manufacturing would have 
been better served had the provincial government simply distributed the $4.5 
billion according to shares of Gross Domestic Product. 


As discussed above, the corporate income tax reduction in this same tax plan is 
also very poorly targeted. The single biggest beneficiary will be the financial 
services industry, excluding insurance. In other words, banks will gain the most 
from the corporate tax cut. 


Examples of what the government should be doing can be found in both Quebec 
and Manitoba — provinces which have done far better during the recent recession 
than Ontario. 


Quebec's Manufacturing and Processing Tax Credit is a particularly good 
example of this sort of policy. The credit works as follows: 


- Corporations that make eligible investments during an eligible taxation year 
can receive an investment tax credit in any given year of up to 40% of the 
amount of an eligible investment. 


« Eligible investments are defined as manufacturing and processing equipment 
and assets must be acquired after March 13, 2008 and before January 1, 
2016. 


- The exact rate (up to 40%) varies depending upon where the eligible 
investment is made. Companies located in more remote regions and in high 
priority sectors receive a higher tax credit rate. 


Quebec's Manufacturing and Processing Tax Credit has been a very effective 
way of the creating jobs in Quebec. Total estimated cost in the 2009-10 fiscal 
year? Less than $100 million. 


In addition to more targeted job creation tax credits and an expanded approach 
to using local tax dollars to create local jobs, we proposed the following job 
creation measures at Finance Committee: 


e An energy retrofit program in the MUSH sector and expanded green 
jobs strategy that would not only make Ontario a leader in green 
energy but also in cutting edge environmental technology and low and 
zero emission vehicles. 


-¢ Accultural jobs strategy that would include tax credits for the performing 
arts as well as individual artists. 


The NDP is disappointed that all of our job creation measures were defeated by 
the Liberal members of the Committee. 


Pensions 


With only 35% of Ontarians covered by an occupational pension plan, there is a 
clear need for expanded pension coverage for Ontarians. 


Ideally, the way this would be done would be to increase in the benefit levels of 
the Canada Pension Plan. This would draw on existing economies of scale, risk- 
sharing, and administrative efficiencies of the plan. 


So the Ontario NDP joins with the federal NDP and the Canadian Labour 
Congress in the campaign for an expanded national, universal, pension plan in 
the form of an enhanced CPP. 


That said, the issue of expanding pension coverage is an urgent one. We in the 
Ontario NDP do not believe that the Harper government is going to move to 
expand coverage and therefore we believe there is an important role to be played 
at the provincial level in greatly expanding workplace pension coverage. 


Ontario Retirement Plan 


Therefore, the NDP believes that Ontario should move.ahead with other 
provinces and develop an employment-based pension plan for all working 
Ontarians who presently lack occupational coverage. The NDP has proposed just 
such a plan - we are calling our plan the Ontario Retirement Plan (ORP). The 
ORP would achieve the following policy objectives. 


Firstly and most obviously, the Ontario Retirement Plan would deal with the 
roughly 65% of Ontarians who presently have no workplace-based pension 
coverage. 


Secondly, in an Ontario Retirement Plan, the “band of income’ that the 
contribution rate would be assessed against would be different from that of the 
current CPP. A broader band of income would allow for a higher benefit for plan 
members earning over $47,200 (in 2010 dollars). This responds to exactly the 
kind of replacement rate issues that pension expert Bob Baldwin identified in his 
report to the Minister of Finance that was tabled in Whitehorse in December. 


Thirdly, an Ontario Retirement plan could be used to further the consolidation of 
a fragmented workplace-based pension system. For example, Ontario has over 
6,500 workplace plans, many of them very small. Many might elect to integrate 
into a large Ontario plan which has as its base two-thirds of the workforce. 


Fourthly, an Ontario Retirement Plan could allow for the transfer of an RRSP 
which could be used to purchase “past service” credits for the basic benefit. This 
would allow older workers - who would not ordinarily be able to earn the full 
benefit, to receive more that they would otherwise. 


So here is how an ORP it would work: 
e It would be aa publicly run, “targeted” benefit plan much like the Ontario 


Teacher's Pension Plan, the Hospitals of Ontario Pension Plan and the 
Colleges of Applied Arts and Technology Pension Plan 


e In order to maximize participation, every employee not enrolled in a 
workplace pension plan would be automatically enrolled in the ORP. 


e The plan is not mandatory. If you have a better way to plan for your 
retirement you don’t have to take part in the Ontario Retirement Plan. 


e Employees and employers would be expected to contribute equally to the 
new plan. 


e Contribution rates for employees should be phased in over a 5 year 
period. 


e Depending upon economic circumstances, a somewhat longer phase-in 
might be considered for employers. 


e Unlike a defined contribution plan or a group RRSP, the assets of the plan 
would be invested for the plan as a whole — they would be pooled - and 
not on an individual basis. 


e The maximum benefit of the plan would be between $600-$700/month in 
2010 dollars. 


e And because many current members of the workforce would not have 
sufficient years in the Plan to receive the maximum benefit, plan members 
would be able to increase their normal benefit through a retroactive 
purchase of “past service” credits. 


Harry Arthurs’ pension commission also came up with a number of good 
suggestions regarding strengthening the existing pension system. 


Firstly, the NDP supports the Arthurs recommendation for establishing an 
Ontario Pension Agency. We believe that pooling, administering, investing and 
dispersing stranded pensions would be an important role for the Agency. 


In our opinion, an Ontario Pension Agency would pretty much solve the problem 
that Nortel pensioners face. Nortel, Abitibi-Bowater, CanWest Global 
Communications....all could benefit from an Ontario Pension Agency. 


Secondly, at only $1,000, the level of monthly pension benefits eligible for 
protection by the Pension Benefits Guarantee Fund is completely inadequate. 
We believe that over time the monthly guarantee covered by the PBGF should be 
increased to a maximum of $2,500 to reflect the effect of inflation on the original 
maximum of $1,000 which has been in place since 1980. 


While the NDP agrees that the basis on which the levy will be paid by plan 
sponsors is a complex matter and that a phase-in period may be necessary, we 
are extremely disappointed that this key Arthurs recommendation is nowhere to 
be seen in this first package of pension reform legislation. 


The NDP moved all of the above in our pension resolution at Budget Committee 
— we were disappointed that the motion was defeated. 


Protecting Health Care 


The NDP moved the following motion in committee. 


Be it resolved that the Standing Committee on Finance and Economic Affairs 
committee, strongly recommends to the Minister of Finance that, in its 2010-11 
budget, the government ensure that front-line health services are not put in 
jeopardy and that the government make responsible upstream investments to 
control costs including investments in long-term care and home care to relieve 


pressures on hospitals, funding for Community Health Centres (CHC’s) and 
Aboriginal Health Centres (AHACs) for oral health care, ending the three-month 
wait period for OHIP coverage required of newly-arrived immigrants, expanding 
the provincial network of CHCs and AHACs with a goal of ensuring every 
Ontarian who needs access to CHC/AHAC primary health care can access these 
services. 


The motion was defeated by Liberal members of the committee. Quality health 
care must not be sacrificed in this time of budget restraint. A careful and strategic 
approach to allocating scarce health dollars — with priority given to prevention 
and cost-effective front line care - can result in preserving high levels of patient 
care while at the same time keeping spending increases to an. affordable level. 


Real action on the environment 


The NDP moved the following motion in committee. 


e Be it resolved that the Standing Committee on Finance and Economic 
Affairs strongly recommends to the Minister of Finance that the 
government, in its 2010-11 budget, 


o allocate funding for the development and implementation of an 
Ontario Climate Change Plan in order that Ontario can reduce its 
greenhouse gas emissions by at least the governments own targets 
by 2014 and by the IPCC recommended target by 2020. 


e the government introduce the funding of 50% of operating 
expenses of public transit in its FY 2010-11 budget; 


o the government table the time-table for the funding of all Transit 
City LRT lines and commit sufficient funds for the 2010-11 fiscal 
year to begin construction on the priority lines. 


The motion was defeated by the Liberal members of the committee. 


The NDP remains concerned about the lack of a well-thought out, coherent, 
climate change plan. We also believe that without the phase-in of 50% provincial 
funding for transit operational funding, the capital investment in Transit City and 
other transit investments will simply be unaffordable for municipalities. 
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